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Calendar No. 1249 


SATH CONGRESS l SENATE | REPORT 
Ist Session No. 1233 


DEFINING THE WORD “DETENTION” IN THE CIVIL 
SERVICE RETIREMENT ACT 


Jury 29, 1955.—Ordered to be printed 


Mr. Jounston of South Carolina, from the Committee on Post Office 
and Civil Service, submitted the following 


REPORT 


[To accompany 8. 65] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (S. 65) to amend section 1 (d) of the Civil Service 
Retirement Act of May 29, 1930, as amended, having considered 
the same, report bius thereon without amendment, and recom- 
mend that the bill do pass. 


STATEMENT 


When special retirement legislation for all Government investiga- 
tory personnel was under consideration in the 80th Congress, the 
Civil Service Commission suggested that the bill be amended to in- 
clude “persons engaged in the detention of criminals, such as prison 
guards”, Since enactment of this language, the term “detention” 
has in practice been limited to include only “custodial officers within 
prison walls". 

S. 65 by redefining "detention" will expressly include (a) field 
service personnel of the Bureau of Prisons, Federal Prison Industries, 
Ine., and employees of Public Health Service assigned to such field 
service, and (b) other employees of the Bureau of Prisons and of 
Prison Industries, Inc., who have direct contact with persons in 
detention. All such employees will thus be entitled to retirement 
on the same basis as other groups of investigatory personnel under 
section 1 (d) of the Civil Service Act, as amended, which is the right 
to retire after reaching age 50 with at least 20 years of service. 


AGENCY VIEWS 


Attached are the views of the Comptroller General of the United 
States in regard to S. 65: 
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DEFINING THE WORD "DETENTION" 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington 25, March 16, 1955. 
Hon. Orın D. JonnsrTon, 
Chairman, Committee on Post Office and Civil Service, 
United States Senate. 

Dear Mr. CHAIRMAN: Your letter of February 25, 1955, acknowledged by 
telephone March 2, requests our views and comments upon 8. 65. 

The definition of the word "detention" proposed in the bill would, we believe, 
broaden the commonly understood definition of that word, but having regard for 
the safeguard provided by the two sentences which would immediately precede 
the amendment here proposed against the application of the benefits bevond the 
intended scope of beneficiaries, we offer no objection to favorable consideration 
of the bill. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill as 
introduced, are shown as follows (new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 


Section 1 (d) or tHe CiviL SERVICE RETIREMENT Acr oF May 29, 1930, as 
AMENDED 


(d) Any officer or employee to whom this Act applies the duties of whose 
position are primarily the investigation, apprehension, or detention of persons 
suspected or convicted of offenses against the criminal laws of the United States 
(including any officer or employee engaged in such activity who has been trans- 
ferred to a supervisory or administrative position) who is at least fifty years of 
age, and who has rendered twenty years of service or more in the performance 
of such duties (including the duties of a supervisory or administrative officer or 
employee) may, on his own application and upon the recommendation of the 
head of the department or agency in which he is serving, and with the approval 
of the Civil Service Commission, retire from the service; and the annuity of such 
officer or employee shall be equal to 2 per centum of his average basic salary 
for any five consecutive years of allowable service at the option of such officer or 
employee, multiplied by the number of years of service, not exceeding thirty 
years. The Civil Service Commission shall, upon recommendation by the head 
of the department or agency involved, determine whether such officer or employee 
is entitled to retirement under this subsection. In making such determination, 
the Commission shall give full consideration to the degree of hazard to which 
such officer or employee is subjected in the performance of his duties, rather than 
the general duties of the class of the position held by such officer or employee 
The word “detention” as used in this subsection shall be construed to include the duties 
of all officers and employees in the field service of the Bureau of Prisons, Federal 
Prison Industries, Incorporated and officers and employees of the Public Health 
Service assigned to such field service, and all other officers and employees of the Bureau 
of Prisons and Federal Prison Industries, Incorporated, whose duties in connection 
with persons in detention suspected or convicted of offenses against the criminal laws 
of the United States, of the District of Columbia, and the punitive articles of the Uni- 
form Code of Military Justice, involve direct contact with such persons in their direc- 
tion, supervision, inspection, training, or employment. 
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Calendar No. 1250 


84TH CONGRESS i SENATE REPORT 
1st Session No. 1234 


DECLARING A PORTION OF THE WEST RIVER WATERWAY 
IN CONNECTICUT A NONNAVIGABLE STREAM 


Junx 29, 1955.—Ordered to be printed 


Mr. MacNvusoN, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany S. 2514] 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (5. 2514) to declare the portion of the waterway 
of West Haven and New Haven, Conn., known as the West River, 
northerly of a line running north 85. degrees 54 minutes 43.5 seconds 
east from a point whose coordinates in the Corps of Engineers harbor 
line system are north 4,616.76 and west 9,450.80, a nonnavigable 
stream, having considered the same, reports favorably thereon with- 
out amendment and recommends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to declare a portion of the waterway of 
West Haven and New Haven, Conn., known as the West River, 
a nonnavigable water of the United States, in order to permit the 
construction of a highway bridge to form a section of the Greenwich- 
Killingly Expressway across the said river. 


BACKGROUND OF THE LEGISLATION 


The proposed legislation was introduced at the request of the 
Connecticut State Highway Department who advised that it had 
been prepared in cooperation with the Corps of Engineers and that 
there was no reason to expect any opposition to the bill. The De- 
partment of the Army has no objection to the legislation. The 
Federal Power Commission and the Comptroller General have also 
approved the bill. 

The Connecticut State Highway Department further advises that 
it has acquired title to all upland properties having riparian rights to 
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2 DECLARE A PORTION OF WEST RIVER WATERWAY NONNAVIGABLE 


the area of waterway affected, and does not desire its continuance 
as a navigable waterway. 

This measure requires no appropriation of Federal funds and is 
similar to two other bills (S. 1300 and S. 1469) passed in this session 
and now public law, both of which were necessary to permit con- 
struction of the Greenwich-Killingly Expressway. 


EFFECT OF THE LEGISLATION 


S. 2514 would declare about 2,100 feet of the improved channel in 
West River, a part of New Haven Harbor, a nonnavigable water 
and authorize abandonment of the present Federal project. The 
existing project provides for a channel 12 feet in depth and 100 to 
150 feet in width from the 16-foot anchorage in New Haven Harbor 
to Kimberly Avenue Bridge, thence 12 feet in depth and 75 feet in 
width up West River to a point immediately downstream from the 
New York, New Haven & Hartford Railroad bridge. About $46,000 
has been expended to date in the improvement and maintenance 
of that portion of the channel proposed to be abandoned. 

Establishment of the new bulkhead and pierhead line would result 
in the loss of navigation rights to one firm. This firm shipped 8 
cargoes in 1953 totaling 1,600 tons. In 1954 it shipped 10 cargoes 
totaling 2,000 tons. 

No objections have been received from any source and the Connect- 
icut State Highway Department advises that it has already acquired 
title to all upland properties having riparian rights. 


APPENDIX 


The following letters from Federal agencies and the Commissioner 
of the Connecticut State Highway Commission were received and 
considered by the committee. No opposition to the measure was 
expressed from any source. 


Unrrep STATES SENATE, 
COMMITTEE ON BANKING AND CURRENCT, 
July 18, 1955. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 


Dear Senator Macnuson: At the request of the State highway commissioner 
of the State of Connecticut, I am today introducing in the Senate a bill to declare 
a portion of the waterway of West Haven and New Haven, Conn., known as the 
West River, a nonnavigable stream. 

For the information of yourself and the members of your committee, I hand 
you herewith letter from the Commissioner and two prints showing the area 
affected by the bill. 

While it is very late in the session, I hope your committee may give considera- 
tion to this noncontroversial measure, which requires no appropriation of Federal 
funds. It is similar to two other bills which I introduced earlier in the session, 
which have been passed by the Congress and are now public law. 

Thanking you for your consideration of this matter, I am 

Sincerely yours, 
Prescotr Buss, 
United States Senator. 





DECLARE A PORTION OF WEST RIVER WATERWAX NONNAVIGABLE 3 


STATE OF CONNECTICUT, 
SraTE HIGHWAY DEPARTMENT, 
Hartford, Conn., July 11, 1958. 
Hon. Prescorr Buss, 


United States Senator, Senate Office Building, 
Washington, D. C. 

Dear SENATOR Busn: The layout of the Greenwich-Killingly Expressway 
crosses over a portion of the channel and established harbor lines of the West 
River in the town of West Haven and city of New Haven. In order to cross this 
area it will be necessary to have a portion of the West River declared a non- 
navigable waterway. I respectfully request, therefore, that you introduce a bill 
in the Congress to make this change effective. 

I am attaching, hereto, a bill which has been prepared by this department which 
should adequately cover the situation, subject, of course, to your review and 
change as you may feel necessary. This matter has been informally discussed with 
the Corps of Engineers, United States Army, and there is no reason to expect any 
opposition to the passage of this bill. For your further information, I am attach- 
ing two prints showing the area affected by this bill. The highway department 
has acquired title to all upland properties having riparian rights to the area of 
waterway affected, and does not desire its continuance as a navigable waterway. 

We are hopeful that favorable action by Congress will be forthcoming at an 
early date, as the suggested bill is noncontroversial and requires no appropriation 
of Federal funds. If additional information is needed, or you desire a representa- 
tive of the highway deaprtment to advise you or appear in support of this bill, 
please let me know. 

I wish to thank you again for the prompt attention given to this department’s 
previous requests for the introduction of similar bills affecting the construction 
of our Greenwich-Killingly Expressway. 

Very truly yours, 
NEWMAN E. ARGRAVES, 
State Highway Commissioner. 


CoMPTROLLER GENERAL OF THE UNITED STATEs, 
Washington, July 20, 1955. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 


DeAR Mn. CHAIRMAN: Further reference is made to your letter, dated July 14, 
1955, enclosing a copy of S. 2514, 84th Congress, which would declare a portion of 
the waterway of West Haven and New Haven, Conn., known as the West River, 
as a nonnavigable stream. You request any comments we may care to offer 
concerning the proposed legislation. 

The General Accounting Office has no special information as to the need for or 
desirabilitv of legislation such as proposed and, therefore, we have no recom- 
mendations to make. 

Sincerelv vours, 
JOSEPĦ CAMPBELL, Comptroller General, 


FEDERAL POWER COMMISSION, 
Washington, July 26, 1955. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate ana Foreign Commerce, 
United States Senate, Washington 25, D. C. 

Dear Mr. CrarrMan: In response to your request of July 14, 1955, there are 
enclosed three copies of the report of the Federal Power Commission on the bill 
8. 2514, 84th Congress, to declare the portion of the waterway of West Haven and 
New Haven, Conn., known as the West River, northerly of a line running north 
85 degrees 54 minutes 43.5 seconds east from a point whose coordinates in the 
Corps of Engineers harbor line system are north 4,616.76 and west 9,450.80, a non- 
navigable stream. 

We have just been advised that there is no objection by tne Bureau of the Budget 
to the presentation of this report to your committee. 

incerely yours, 
Jerome K. KUTKENDALL, Chairman, 
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4 DECLARE A PORTION OF WEST RIVER WATERWAY NONNAVIGABLE 


FEDERAL PowkER CowwissroN REronT ow 8. 2514, 84ra Conaress—A Brit To 
DECLARE THE PorTiON oF THE WATERWAY OF West Haven AND New Haven, 
CoNN., KNOWN AS THE WEsT RivER, NogTHERLY OF A LiNE RuNNING NonTH 
85 Decrees 54 Minutes 43.5 Seconps East From a Point Wuose Co- 
ORDINATES IN THE CORPS OF ENGINEERS HARBOR LINE SYSTEM ARE NORTH 
4,616.76 aND West 9,450.80, a NONNAVIGABLE STREAM. 


This bill would change the classification of the above-described portion of the 
West River in West Haven and New Haven, Conn, from a navigable water to a 
nonnavigabie water of the United States within the meaning of the Constitution 
and laws of the United States. The bill also declares that any project heretofore 
authorized by act of Congress shall be abandoned, insofar as it relates to these 
waters. 

The Commission recognizes that the desirability of changing the classification 
of a waterway from a navigable to a nonnavigable water of the United States 
presents a question of congressional policy, and since no existing or prospective 
hydroelectric project subject to licensing by the United States under the Federal 
Power Act would be affected by the bill, the Commission offers no objection to 
enactment of S. 2514. 

FEDERAL POWER COMMISSION, 
JEROME K. KUYKENDALL, Chairman. 


JULX 29, 1955. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 

Dean Ma. CHAIRMAN: Reference is made to your request to the Secretary of 
Defense for the views of the Department of Defense with respect to S. 2514, 84th 
Congress, Ist session, a bill to declare the portion of the waterway of West Haven 
and New Haven, Conn., known as the West River, northerly of a line running 
north 85 degrees 54 minutes 43.5 seconds east from a point whose coordinates in 
the Corps of Engineers harbor line system are north 4,616.76 and west 9,450.80, 
a nonnavigable stream. The Secretary of Defense has delegated to the Department 
of the Army the responsibility for expressing the views of the Department of 
Defense. 

The Department of the Army has considered S. 2514, which would declare 
about 2,100 feet of the improved channel in West River, a part of New Haven 
Harbor a nonnavigable water within the meaning of the Constitution and laws 
of the United States, and abandon any project heretofore authorized by act of 
Congress within the portion of the waterway. The Federal project provides for 
a channel 12 feet in depth and 100 to 150 feet in width from the 16-foot anchorage 
in New Haven Harbor to Kimberly Avenue Bridge, thence 12 feet in depth and 
75 feet in width up West River to a point immediately dowrstream from the 
New York, New Haven & Hartford Railroad bridge. About $46,000 has bex 
expended to date in the improvement and maintenance of that portion of the 
channel proposed to be abandoned. Establishment of the new bulkhead and 
pierhead line would result in the loss of navigation rights to a single firm located 
on this portion of the waterway. The company shipped 8 cargoes totaling 1,600 
tons in 1953 and 10 cargoes totaling 2,000 tons in 1954. It is understood that 
the State of Connecticut proposes to construct the Greenwich-Killingly Express- 
way across the portion of the waterway that would be abandoned, This Depart- 
ment has no knowledge of the land takings and compensation proposed by the 
State. 

With the acquisition of land, riparian rights, and elimination of navigation 
requirements, the Department would have no objection to passage of S. 2514. 

This bill does not involve the expenditure of funds by the United States. 

inasmuch as the committee has requested that the report be expedited, it is 
submitted without & determination by the Bureau of the Budget as to whether 
or not it conforms to the program of the President. As soon as such advice is 
received it will be forwarded to your committee. 

Sincerely yours, 
WILBER M. BRUCKER, 
Secretary of the Army 
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Calendar No. 1251 


84TH CONGRESS } SENATE | REPORT 
1st Session No. 1235 


MEDAL FOR DR. JONAS E. SALK 


Jury 29, 1955.—Ordered to be printed 


Mr. FULBRIGHT, from the Committee on Banking and Currency, 
submitted the following 


REPORT 


(To accompanv H. J. Res. 278) 


The Committee on Dn and Currency, to whom was referred 
the joint resolution (H. Res. 278) to provide that a gold medal 
be coined and presented й Dr. Jonas E. Salk in honor of his achieve- 
ments in the field of medicine, having considered the same, report 
favorablv thereon without amendment and recommend that the 
joint resolution do pass. 

During the last 16 vears the National Foundation for Infantile 
Paralvsis has expended a total of $25,541,662.14 for direct research for 
the development of a poliomyelitis vaccine. The annual March of 
Dimes campaign, conducted by the national foundation, received the 
support of the entire Nation. The money so genere usly contributed 
by the people made it possible for scientists to intensively study the 
problem. Dr. Jonas ÈE. Salk first entered the fight against polio in 
1942 2 when he joined the staff of the University of Michigan as the 

recipient of a National Foundation for Infantile Paralysis fellowship. 
in 1951 he began his direct research at the virus research labora- 
tories of the University of Pittsburgh on the vaccine now being used. 

The Salk vaccine is the result of a painstaking and intensive re- 
search program in which live polio virus ts treated by chemicals so 
that a delicate balance is struck in which the ability of the virus to 
cause disease is eliminated by meticulously calculated chemical 
additions but still leaving the virus with sufficient potency to stimulate 
antibody production. Dr. Salk, as the name of the vaccine indicates, 
was able to develop this vaccine. In his tests at Pittsburgh he proved 
that the vaccine which he produced was able to raise the antibody 
level. In the nationwide field trial held by the National Foundation 
last year Dr. Salk’s vaccine was proved highly effective in preventing 
paralysis. Over 1,830,000 children throughout the United States 
took part in this massive trial. During the last 2 years Dr. Salk 
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2 MEDAL FOR DR. JONAS E. SALK 


wrote and published over 12 medical papers concerning immunization 
against poliomvelitis. 

Xour committee feels it most fitting that the tħanks of a grateful 
Nation be expressed to Dr. Jonas E. Salk and through him to his 
associates and those millions of people who contributed and worked 
for the March of Dimes by minting a suitable medal as proposed in 
this joint resolution and by presenting it to Dr. Salk. This modest 
recognition of the contribution Dr. Jonas E. Salk has made to our 
society is earnestly recommended by your committee. 


O 





Calendar No. 1255 


84TH CONGRESS l SENATE i Report 
Ist Session No. 1239 


CONVEYING BY QUITCLAIM DEED, CERTAIN LAND IN 
THE WHITNEY RESERVOIR AREA TO THE STATE OF 
TEXAS 


Junx 29, 1955.—Ordered to be printed 


Mr. Cnavzz, from the Committee on Public Works, submitted the 
following 


REPORT 
To accompany H. R. 593] 


The Committee on Public Works, to whom was referred the bill 
(H. R. 593) to convey by quitclaim deed certain land to the State of 


Texas, having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of H. R. 593 is to authorize the Secretary of the 
Army to convey, by quitclaim deed, to the State of Texas, for public 
park and recreational purposes, such areas, not to exceed 100 acres, 
within that portion of Whitney Dam and Reservoir project, Texas, 
designated by the Corps of Engineers as Towash Park and designated 
by the Texas State Parks Board as Lake Whitney State Park, as the 
Secretary shall deem essential to provide building sites for permanent 
buildings and other improvements for public park and recreational 
purposes. ‘The land would be conveyed at fair market value as 
determined by the Secretary but not less than the cost to the Govern- 
ment of its acquisition, subject to certain terms and conditions so 
as not to interfere with the operations of the dam and reservoir 
project. The bill further provides for reversion of title to the United 
States in the event construction is not started within 5 years, or the 
property ceases to be used for park and recreational purposes for a 
period of 2 successive years. 


GENERAL STATEMENT 


Whitney Reservoir is located on the Brazos River, Tex., about 442 
miles above the mouth of the river, 5.5 miles southwest of Whitney, 
Tex., and about 38 miles upstream from the city of Waco, Tex. The 
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2 CONVEY CERTAIN LAND IN TEXAS BY QUITCLAIM DEED 


project was approved in the Flood Control Act of August 18, 1941. 
It is essentially complete and in operation. "The dam is 167 feet high, 
and will have an initial power installation of 30,000 kilowatts. The 
reservoir at flood control pool elevation will have an area of 49,710 
acres. The cost of the completed project is $40,708,000. 

The committee feels that there are large benefits to be obtained 
from public park and recreational use of reservoir areas of flood- 
control projects. A number of laws for this purpose have been 
enacted. State and local governmental agencies interested in the 
development of adequate park and recreational facilities have been 
encouraged to accept responsibility for management of areas within 
flood-control reservoirs available for publie recreational use. Au- 
thority for granting leases and licenses to States for such purposes is 
contained in section 4 of the Flood Control Act of 1946. Pursuant to 
this act, a license has been issued to the State of Texas covering some 
1,130 acres of land within the reservoir project known as Towash 
Park, or Lake Whitney State Park, for public park and recreational 
purposes, 

The State proposes to expend a sum in excess of $1 million in con- 
structing recreational facilities of a permanent nature within the 
park area. These expenditures are to be financed through the 
issuance of revenue bonds. ‘The State has indicated that ownership 
of that portion of the proposed park area upon which the permanent 
buildings and other improvements are to be erected is essential to 
its plans for financing this development. Reservoir operational re- 
quirements will prohibit the inclusion in the conveyance to the State 
of any land lving below the 5-vear flood frequency elevation of 550 
feet and will necessitaie the reservation of a flowage easement оп апу 
of the lands conveyed situated between this elevation and elevation 
573 feet, the project designed flood line, plus freeboard. The Army 
engineers indicate that it will be necessary to provide in the deed 
that no buildings for human habitation will be constructed below 
elevation 573 feet, and that sufficient latitude is provided by the 
language of H. R. 593 to limit the conveyance as outlined and to 
include such additional restrictions as project operations or the publie 
interest may require. The United States will retain title or interests 
in minerals or other subsurface resources in the lands to be conveved. 

Enactment of this measure will not involve expenditure of апу 
Federal funds, but it will permit the Federal Government to recover 
the funds spent in the purchase of the land. 

The committee believes that conveyance as provided in H. R. 593 
is in the public interest. "The favorable report of the Department of 
ре Army to the chairman of the House Committee on Public Works 
follows: 


DEPARTMENT OF THE Army, 
Washington, D. C., May 27, 1955. 
Hon. CHARLES А. BUCKLET, 
Chairman, Committee on Public Works, 
House of Representatives, 

Dean Mn. CHAIRMAN: Reference is made to your request for the views of the 
Department of the Army with respect to H. R. 593, 84th Congress, a bill to 
convey by quitelaim deed certain land to the State of Texas. 

The Department of the Army has considered the above-mentioned bill and has 
no objection to its enactment. 

The purpose of this measure is to authorize the Secretary of the Army to convey 
by quitelaim deed to the State of Texas for publie park and recreational purposes 
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CONVEY CERTAIN LAND IN TEXAS BY QUITCLAIM DEED 3 


onl; such areas within that portion of Whitney Dam and Reservoir project, 
Texas, designated by the Corps of Engineers as Towash Park and designated by 
the Texas State Parks Board ius Lake Whitney State Park, as the Secretary sh il 
deem essential to provide building sites for permanent buildings and other im- 
provements for publie park and recreational purposes, but not to exceed 100 acres, 
at fair market value as determined by the Secretary, which shall in no event be 
less than the co. t to the Government of acquiring said areas, subject to such terms 
and conditions as he shall deem advisable to assure that the use of said dam and 
reservoir project, and such additional terms and conditions as he shall deem 
advisable in the public interest. The bill further provides for reversion of title 
to the United States in the event construction is not started within 5 years, or the 
property ceases to be used for park and recreational purposes for a period of 2 
successive years. 

Significant public benefits are obtained from public park and recreational use 
of reservoir areas of flood control projects. In recognition of this fact, State and 
local governmental a: neies interested in the development of adequate park and 
recreational facilities have been encouraged to accept responsibility for manage- 
ment of areas within flood-control reservoirs available for public recreational 
use. Authority for granting leases and licenses to States for such purposes is 
contained in section 4 of the Flood Control Act of 1946. Pursuant to this act, a 
license has been issued to the State of Texas covering some 1,130 acres of land 
within the reservoir project known as Towash Park, or Lake Whitney State Park, 
for public park and reereational purposes. The State of Texas proposed to 
expend a sum in excess of $1 million in constructing recreational facilities of a 
permanent nature within the park area. "These expenditures are to be financed 
through the issuance of revenue bonds. The State has indicated that ownership 
of that portion of the proposed park area upon which the permanent buildings 
and other improvements are to be erected is essential to its plans for financing 
this development. Reservoir operational requirements will prohibit the inclusion 
in the conveyance to the State of any land lying below the 5-vear flood frequency 
elevation of 550 feet and will necessitate the reservation of a flowage easement 
on any of the lands conveyed situated between this elevation and elevation 573 
feet, the project design flood line, plus freeboard. Also, it will be necessary to 
provide in the deed that no buildings for human habitation will be constructed 
below elevation 573 feet. Sufficient latitude is provided by the present language 
of H. R. 593 to limit the conveyance as outlined above and to include sueh addi- 
tional restrictions as project operations or the public interest may require. 

There is no objection to the State constructing permanent recreational facilities 
on the land and if ownership of a portion of the area will assist the State in finane- 
ing such improvements, the Department of the Army favors enactment of this 
bill. 

Enactment of H. R. 593 will not involve the expenditure of anv Federal funds. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report. 

Sincerely yours, 
ROBERT T. STEVENS, 
Secretary of the Army. 


O 
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Calendar No. 1257 


BATH CONGRESS l SENATE f REPORT 
1st Session No. 1240 


AUTHORIZING THE SECRETARY OF THE INTERIOR TO INCLUDE 
CAPACITY TO SERVE THE TOWN OF GLENDO, WYO., IN A SEW- 
ERAGE SYSTEM TO BE INSTALLED IN CONNECTION WITH THE 
CONSTRUCTION OF GLENDO DAM AND RESERVOIR 


JuLY 29, 1955.—Ordered to be printed 


Mr. O’Manoney from the Committee on Interior and Insular 
Affairs, submitted the following 


REPORT 


[To accompany, S. 2339] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (S. 2339) authorizing the Secretary of the Interior to 
include capacity to serve the town of Glendo, Wyo., in a sewerage 
system to be. installed in connection with the construction of Glendo 
Dam and Reservoir, and for other purposes, having considered the 
same, report favorably thereon with the following amendments and 
recommend that the bill do pass. 


AMENDMENTS 


' insert '', without cost to 


Page 2, line 10, after the word ''States' 
the United States," 

Page 2, line 13, after the word ''States'' insert '', without cost to the 
United States,’’. 

Page 3, line 4, beginning with the words “and contingent on”, 
strike remainder of paragraph through word “Wyoming”. 

The purpose of these amendments is to insure that the lands to be 
transferred to the United States by the town of Glendo shall be without 
cost and that each resident of the construction camp will pay his own 
water bill. 


PURPOSE OF THE BILL 


S. 2339 would authorize the Secretary of the Interior to include in 
the sewerage system for the construction camp serving Glendo Dam 
and Reservoir in Wyoming, sufficient capacity to furnish service to 
the residents of the town of Glendo. Glendo Dam and Reservoir, 
is being constructed under the terms of Public Law 503, 83d Congress, 
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and funds for that purpose are included in the Publie Works Appro- 
priation Act for 1956. 

The construction of a sewerage system sufficiently large to serve 
both the construction camp and the town of Glendo, the Bureau of 
Reclamation estimates, will cost no more and may even cost less than 
a system to serve only the construction camp. While this may appear 
to be an anomalous situation, the explanation lies in the difference in 
the two types of systems. One would be a septic tank, the other an 
Imhoff tank, which would be constructed under the differing condi- 
tions. The bill requires that in exchange for the construction of the 
larger system the town of Glendo would turn over to the Government 
the necessary rights-of-way for the sewerage system and the land 
required for the construction camp. The town would also operate 
and maintain the system and perform other services valuable to the 
Government which makes the proposal in S. 2339 a very attractive 
one from the standpoint of the Government. 


UNITED STATES DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., July 29, 1955. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington 25, D. C. 

My Dear Senator Murray: You have requested a report from this Depart- 
ment on 8. 2339, a bill to authorize the Secretary of the Interior to include capacity 
to serve the town of Glendo, Wvyo., in a sewerage system to be installed in connec- 
tion with the construction of Glendo Dam and Reservoir, and for other purposes 

S. 2339, if enacted, would authorize this Department to include in the sewerage 
system that will be a necessary adjunct to the Government construction camp 
serving Glendo Dam and Reservoir, Wyo., sufficient capacity to furnish servici 
to the residents of the town of Glendo proper. Glendo Dam and Reservoir will 
be constructed under the terms of the joint resolution of July 16, 1954 (Public 
Law 503, 83d Cong.). Funds are included in the Public Works Appropriation 
Aet, 1956, for this undertaking. 

Construction of a system sufficiently large to serve both the construction cam] 


and the town of Glendo will, it is estimated, cost no more and may even cost less 
than a system to serve only the construction camp. The explanation of this 
seeming anomaly lies primarily in the difference between the 2 types of systems (1 
a septic tank, the other an Imhoff tank) which would be constructed under the two 
conditions. In addition, the requirement of the bill that, as a quid pro quo for 
construction of the larger system, the town turn over to the Government necessary 
rights-of-way for the sewerage system and the land required for the construction 
‘amp, operate and maintain the system, and perform a number of other services 
valuable to the Government, makes the proposal contained in S. 2339 a very at- 
tractive one. 

Discussions between local officials of the Bureau of Reclamation and the town 
of Glendo laid the foundation for the terms which are embodied in 8. 2339. 
Unfortunately, they cannot be carried out in the absence of such legislation as 
that contemplated by the bill. It is our understanding that they are acceptable 
to the town officials and that, moreover, the town is willing to transfer to the 
Government the lands and rights-of-way spoken of above free of charge. 

We suggest these minor amendments to S, 2339: 

(1) Insert at two places after the word *'transfer" in lines 9 and 12, page 2, 
the expression “, without cost to the United States,’’. 

(2) Delete the portion of item (c) which begins on page 3, line 4, with the words 
*and contingent on". We suggest this since it is contemplated that each resident 
of the construction camp will pay his own electric bill. 

It is our recommendation that S. 2339, with the amendments just mentioned, 
be enacted. 

The Bureau of the Budget has advised that there would be no objection to the 
submission of this report to your committee, 

Sincerely yours, 


FRED G. AANDAHL, 
Assistant Secretary of the Interior. 





Calendar No. 1259 


BATH CONGRESS f SENATE ў REPORT 
No. 1242 


Ist Session 


— 


AMENDMENT OF SECTION 223 OF THE REVENUE ACT 
OF 1950 


Jury 29, 1955.—Ordered to be printed 


Mr. Byrp, from the Committee on Finance, submitted the following 


REPORT 


(To accompany H. R. 2553) 


The Committee on Finance, to whom was referred the bill (H. R. 
2553) to amend section 502 (f) of the Internal Revenue Code of 1939, 
as amended by section 223 ot the Revenue Act of 1950, relating to 
the use of corporation property by a shareholder, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 

By virtue of this act, the Committee on Finance accepts the report 
of the Committee on Ways and Means, which is as follows: 


PURPOSE OF BILL 


H, R. 2553 qualifies the application of section 502 (f) of the Internal Revenue 
Code of 1939 to provide that personal holding company income is not to include 
rents received during taxable vears ending after December 31, 1945, and before 
January 1, 1954, if the rents are for the use of property of a corporation where the 
lessee uses the property in the operation of a bona fide commercial, industrial, or 

ining enterprise. The same treatment was provided for the years 1946 through 
1949 ух somewhat similar treatment is provided for 1954 and subsequent years 
by the Internal Revenue Code of 1954. 


REASONS FOR BILL 


Both the 1939 and 1954 codes provide that if a closely held corporation receives 
most of its income from such sources as dividends, interest, certain rents, and 
rovalties, indicating that the company is being used as an ''incorporated pocket- 
book," it is designated for tax purposes as a personal holding company. Gener- 
ally, such a company, in addition to paying the regular corporate income taxes, is 
subject to an additional penalty tax at the rate of 75 percent or 85 percent on its 
undistributed income. 

Included in personal holding company income under section 502 (f) of the 1939 
code (see. 543 (a) (6) of the 1954 code) are amounts received for the use of the 
corporation's propertv where 25 percent or more of the stock of the corporation is 
held bv the individual renting the corporate propertv. However, the Revenue 
Act of 1950 provided an exception to this rule for taxable vears ending after 1945 
and before 1950. The exception provided that personal holding company income, 
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2 AMENDMENT OF SECTION 223 OF REVENUE ACT OF 1950 


despite this 25-percent rule, was not to include property leased by a corporation 
to an individual if he used the property in the operation of a bona fide commercial, 
industrial, or mining enterprise. The Senate Finance Committee's report on the 
Revenue Act of 1950 indicated that this exception to the general 25-percent rule 
was provided because ‘‘* * * through a set of fortuitous circumstances, corpora- 
tions have become closely held and also have rented most of their assets for use in 
the operation of businesses to the individuals holding the stock of the companies. 
Thus, unwittingly the corporations have become personal holding companies and 
subject to the penalty tax.” 

This same problem was recognized in the Internal Revenue Code of 1954 with 
respect to taxable years beginning after December 31, 1953, and ending after 
August 16, 1954. In this case, however, the exception to the 25-percent rule is 
expressed in somewhat different terms. For 1954 and subsequent years the 25- 
percent rule with respect to use of corporate property by a shareholder is to apply 
only to a corporation which has persona' holding company income, wholly apart 
from rents or other compensation for the use of property, in excess of 10 percent 
of its gross income. The report of your committee on the Internal Revenue Cod: 
of 1954 indicates that this amendment ‘s designed to take care of hardship cases 
which frequently arise where a corporation rents property to its principal stock- 
holders. Your committee’s report on the 1954 code states: “In the absence of 
appreciable amounts of other investment income, rental income received from 
shareholders does not constitute & tax avoidance problem." 

As a result of the 1950 and 1954 actions an anomalous situation is presented 
whereby the rental of property by a company to its principal stockholders is 
permitted in certain cases with respect to the years 1946 through 1949 and for 
1954 and subsequent years, but is classified as personal holding company income 
for the years 1950 through 1953. 


EXPLANATION OF BILL 


This bill removes this anomalous situation by providing that for the years ending 
after December 31, 1945, and before January 1, 1954, section 502 (f) of the 1939 
code (which is the subsection providing that compensation for the use of corporate 
preperty by a shareholder holding 25 percent or more of the stock of the corporation 
is to be classified as personal holding company income) is not to apply with respect 
to rents received for the use by the stockholder in the operation of a bona fide 
commercial, industrial, or mining enterprise of the property o: the corporation. 

It is estimated that any revenue loss resulting from the enactment of this bill 
will be negligible. 

This bill has been reported unanimously by your committee. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets; new matter is printed in italics; existing law in which 
no change is proposed is shown in roman): 


SECTION 223 or THE REVENUE Acr or 1950 


SEC. 223. PERSONAL HOLDING COMPANY INCOME. 

Section 502 (f) of the Internal Revenue Code of 1939 (relating to use of corpora- 
tion property by a shareholder) shall not apply with respect to rents received 
during taxable years ending after December 31, 1945, and before January 1, 
[1950] 1954, if such rents were received for the use by the lessee, in the operatio: 
of a bona fide commercial, industrial, or mining enterprise, of property of the 
taxpayer. O 





Calendar No. 1260 


84TH CONGRESS l SENATE і REPORT 
Ist Session No. 1243 


AMENDMENT OF SECTION 345 OF THE REVENUE ACT 
OF 1951 


Jury 29, 1955.— Ordered to be printed 


. Byrp, from the Committee on Finance, submitted the following 


REPORT 


(To accompany H. R. 2619) 


The Committee on Finance, to whom was referred the bill (H. R. 
2619) to amend section 345 of the Revenue Act of 1951, having con- 
sidered the same, report favorably thereon without amendment and 
recommend that the bill do pass. 

By virtue of this act, the Committee on Finance accepts the report 
of the Committee on Ways and Means, which is as follows: 


PURPOSE OF THE BILL 


This bill provides that if a credit or refund under section 345 of the Revenue 
Act of 1951 of the tax on the income of certain trusts was barred by operation of 
law or rule of law (other than a closing agreement or compromise), credit or refund 
is nevertheless to be allowed if the claim is filed within 1 year of the date of enact- 
ment of this bill. No interest is to be allowed or paid on such refunds or credits. 
The trusts referred to are those where the income had been accumulated for the 
benefit of servicemen killed on active duty during the period December 7, 1941, to 
January 1, 1948. 

REASONS FOR BILL 


Section 345 of the Revenue Act of 1951 provided for a credit or refund of the 
tax paid on the income of trusts where the income had been accumulated for a 
member of the military or naval forces of the United States or of one of the other 
United Nations if the serviceman died in active service in the period December 7, 
1941, to January 1, 1948. 

No relief was provided in the 1951 act, however, for cases where refunds or 
credits were barred by the expiration of the period of limitations, by prior court 
decisions, or for other similar reasons. Your committee is of the opinion that this 
failure was an oversight, and it believes that it is only equitable to extend treat- 
ment equivalent to that provided in section 345 of the Revenue Act of 1951 to 
cases where refunds or credits were barred by operation of law or rule of law 
(other than closing agreements or compromises). 

It is believed that the revenue loss resulting from the enactment of this bill will 
be negligible. 

This bill has been reported unanimously by your committee. 
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Calendar No. 1261 


84TH CONGRESS l SENATE REPORT 
No. 1244 


Ist Session 


————— 





AMENDING SECTION 3401 OF THE INTERNAL REVENUE 
CODE OF 1954 


JULX 29. 1955.—Ordered to be printed 


Mr.3Bvn», from the Committee on Finance, submitted the following 


REPORT 


[To accompany Н. К, 4394] 


The Committee on Finance to whom was referred the bill (H. R. 
4394) to amend section 3401 of the Internal Revenue Code of 1954, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bil! do pass. 

By virtue of this act, the Committee on Finance accepts the report 
of the Committee on Ways and Means, which is as follows: 


PURPOSE OF BILL 


This bill amends section 3401 of the Internal Revenue Code of 1954 to provide 
that there is to be no withholding of United States income tax on remuneration 
paid for services performed in a possession of the United States by a United 
States citizen if the emplover is required by the law of the possession to withhold 


income tax on the remuneration. 
REASONS FOR BILL 


Under present law the wages of a United States citizen employed in Puerto 
Rico or a possession of the United States may under certain circumstances be 
reduced by withholding for the income tax of Puerto Rico or the possession as 
well as for the Federal income tax. This is true even though eventually the for- 
eign tax credit in these cases usually relieves the taxpaver of most or all of the 
Federal income tax liability. This has presented especially serious problems in 
the case of Puerto Rico although the problem also exists to a lesser extent in the 
case of the Virgin Islands and Guam. As a result of this double withholding, 
potential employees are reluctant to take jobs in Puerto Rico or the possessions. 
Moreover, the Internal Revenue Code already relieves United States citizens who 
perform services in a foreign country (for an employer other than the United 
States) from the withholding of the Federal income tax where withholding of a 
foreign income tax is provided. 


EXPLANATION OF BILL 
This bill in section 3401 (a) (8) (A) (ii) provides that an employer (other than 


the United States Government) need not withhold income tax with respect to 
services performed in a possession of the United States (which for this purpose 
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includes Puerto Rico) if the employer is required by the law of the possession to 
withhold income tax on such remuneration. This is the same treatment as is 
presently provided in the case of services performed in a foreign country. 

A committee amendment makes a technical correction to prevent an unintended 
change in prior law. 

It is not believed that there will be any revenue loss resulting from the enact- 
ment of this bill. 

Your committee has reported this bill unanimously. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing Rules 
of the Senate, changes in existing law made by the bill are shown as 
follows (existing law proposed to be omitted is enclosed in black 
brackets; new matter is printed in italics; existing law in which no 
change is proposed is shown in roman): 


Section 3401 (a) or THE INTERNAL RxvENvxE Cope or 1954 
SEC. 3401. DEFINITIONS. 


(a) Waces.—FPFor purposes of this chapter, the term ''wages'' means all remu- 
neration (other than fees paid to a public official) for services performed bv an 
emplovee for his emplover, including the cash value of all remuneration paid in 
any medium other than cash; except that such term shall not include remuneration 
)aid— 

(1) for active service as a member of the Armed Forces of the United 
States performed in a month for which such member is entitled to the benefits 
of section 112[,]; or 

(2) for agricultural labor (as defined in section 3121 (g))[,]; or 

(3) for domestic service in a private home, local college club, or local 
chapter of a college fraternity or sororitv E, ]; or 

(4) for service not in the course of the employer’s trade or business per- 
formed in any calendar quarter by an employee, unless the cash remuneration 
paid for such service is $50 or more and such service is performed by an 
individual who is regularly employed by such employer to perform such 
service. For purposes of this paragraph, an individual shall be deemed to 
be regularly employed by an emplover during a calendar quarter only if— 

(A) on each of some 24 days during such quarter such individual 
performs for such employer for some portion of the day service not in 
the course of the employer’s trade or business, J; or 

(B) such individual was regularly employed (as determined under 
subparagraph (A)) by such employer in the performance of such service 
during the preceding calendar quarter[, J; or 

(5) for services by a citizen or resident of the United States for a foreign 
government or an international organization[,,]; or 
(6) for services performed by a nonresident alien individual, other than 

(A) a resident of a contiguous country who enters and leaves the 
United States at frequent intervals[, J]; or 

(B) a resident of Puerto Rico if such services are performed as an 
employee of the United States or any agency thereof[,]; or 

(7) for such services, performed by a nonresident alien individual who is 
a resident of a contiguous country and who enters and leaves the United 
States at frequent intervals, as may be designated by regulations prescribed 
by the Secretary or his delegate[{, ]; or 

(8) (A) for services for an employer (other than the United States or any 
agepev thereof)— 

(i) performed by a citizen of the United States if, at the time of the 
payment of such remuneration, it is reasonable to believe that such 
remuneration will be excluded from gross income under section 911L,1 ; 
or 

(ii) performed in a foreign country or in a possession of the United 
States by such a citizen if, at the time of the payment of such remunera- 
tion, the employer is required by the law of [any] such foreign country 
or possession of the United States to withhold income tax upon such 
remunerationL, ]; or 
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(B) for services for an employer (other than the United States or any 
agency thereof) performed by a citizen of the United States within a pos- 
session of the United States (other than Puerto Rico), if it is reasonable 
to believe that at least 80 percent of the remuneration to be paid to the 
pares hes by such employer during the calendar year will be for such sery- 
ices[, J; or 

fu for services for an emplover (other than the United States or anv 
agency thereof) performed by a citizen of the United States within Puerto 
Rico, if it is reasonable to believe that during the entire calendar year the 
employee will be a bona fide resident of Puerto Rico[,]; or 

(9) for services performed by a duly ordained, commissioned, or licensed 
minister of a church in the exercise of his ministry or by a member of a 
religious order in the exercise of duties required by such order[,]; or 

(10) (A) for services performed by an individual under the age of 18 in 
the delivery or distribution of newspapers or shopping news, not including de- 
livery or distribution to any point for subsequent delivery or distribution[, ]; 
or 

(B) for services performed by an individual in, and at the time of, the 
sale of newspapers or magazines to ultimate consumers, under an arrangement 
under which the newspapers or magazines are to be sold by him at a fixed 
price, his compensation being based on the retention of the excess of such 
price over the amount at which the newspapers or magazines are charged to 
him, whether or not he is guaranteed a minimum amount of compensation 
for such [service] services, or is entitled to be credited with the unsold 
newspapers or magazines turned back [,]; or 

(11) for services not in the course of the employer's trade or business, to 
the extent paid in any medium other than cash, ; OF 

(12) to, or on behalf of, an emplovee or his beneficiarv— 

(A) from or to a trust described in section 401 (a) which is exempt 
from tax under section 501 (a) at the time of such payment unless such 
payment is made to an employee of the trust as remuneration for serv- 
ices rendered as such employee and not as a beneficiary of the trust[, ]; 
or 

(B) under or to an annuity plan which, at the time of such payments, 
meets the requirements of section 401 (a) (3), (4), (5), and (6). 


O 
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84TH CONGRESS l SENATE ў REPORT 
Ist Session 


No. 1245 


— 


REPEALING THE MANUFACTURERS' EXCISE TAX ON 
MOTORCYCLES 


29, 1955.— Ordered to be printed 


Mr. Byr, from the Committee on Finance, submitted the following 


REPORT 


[To accompany H. R. 5647] 


The Committee on Finance to whom was referred the bill (H. R. 
5647) to repeal the manufacturers’ excise tax on motorcycles, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 

By virtue of this act, the Committee on Finance ace epts the report 
of the Committee on W ays and Means, which is as follows: 


PURPOSE OF BILL 


This bill removes motorcycles from the base of the 10 percent manufacturers’ 
excise tax on passenger cars, ete. This is accomplished by striking out the term 
"motorcycles" in section 4061 (a) (2) of the Internal Revenue Code of 1954. 
This change is to be effective as of the first of the month beginning more than 10 
days after the enactment of this bill. 


REASONS FOR BILL 


Your committee believes that the repeal of the excise tax on motorcycles is 
desirable primarily because the industry is a depressed industry, which in the 
past several years at least has been faced with declining sales. Profits of the 
three leading manufacturers in the industry (presently accounting for more than 
90 percent of domestic sales) show a declining trend since 1947. In that year 
profits amounted to nearly $3.5 million, in 1948 they had declined to $2.3 million, 
and by 1950 they had shrunk to approximately $1.4 million. In 1951 the profits 
of the 3 producers amounted to only $300,000 and since that time they have 
generally declined until the 3 producers were faced with a loss of slightly over 
$400,000 in 1954. During this 8-vear period when the profits of the entire 
domestic industry exceeded $1 million in only 3 years, the excise tax payments 
exceeded a million dollars in all but 2 vears of these and even in those 2, the excise 
payments were only slightly under a million dollars 

Sales of the 3 leading domestic producers shrunk from over $29 million in 1948 
to slightly under $16 million in 1954, a decline of 45 percent in the 7-year period. 
Employment of these three producers also decreased steadily in this period. 
From a level of about 3,800 workers in 1948, their employment declined to a level 
of slightly under 1,900 in 1954. 
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2 CONVEY CERTAIN LAND TO MILWAUKEE, WIS. 


mately 4 acres to the city of Milwaukee based on a consideration of $1 a year, 
The city had constructed a 12 million capacity booster station with necessary 
equipment thereon. The act of September 1, 1949, directed the Administrator 
to convey to Milwaukee County for civic and recreational purposes a total of 
101.5 acres of land situated within the boundaries of the Veterans’ Administra- 
tion center at Wood, Wis. The land was sold to Milwaukee County for $35,000 
and this conveyance resulted in separation of the leased 4-acre tract from the 
balance of the Veterans’ Administration reservation. 

The bill has been amended in accordance with suggestions contained in the 
Veterans’ Administration report on the measure. The passage of the bill would 
not interfere with the present or prospective operation of the Veterans’ Adminis- 
tration hospital at Wood, Wis. No objection therefore is interposed by the Vet- 
erans’ Administration to the favorable consideration of this bill nor would any 
additional expenditure of Government funds be required as the result of its 
passage. 

The report of the Veterans' Administration follows: 


JUNE 21, 1955. 
Hon. OriN E. TEAGUE, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 

Dear Mr. Treacue: This is in reply to your request of June 9, 1955, for a 
report by the Veterans’ Administration relative to H. R. 6727, 84th Congress, 
a bill to authorize the Administrator of Veterans’ Affairs to convey certain land 
to the city of Milwaukee, Wis. 

The bill proposes to authorize and direct the Administrator of Veterans’ Affairs 
to convey to the city of Milwaukee, Wis., by quitclaim deed, a parcel of land 
containing approximately 4 acres, which is presently under lease to the city of 
Milwaukee, for the Milwaukee waterworks Menominee Valley booster station 
The bill provides that the city shall pay one-half of the market value of the parcel 
of land, as determined by an independent appraiser selected by the city and the 
Veterans’ Administration, and that the exact legal description of the land to be 
conveyed shall be determined by a survey to be made under the supervision of the 
Veterans’ Administration. 

The Veterans’ Administration center, Wood. Wis., was established in 1867 as a 
National Home for Disabled Volunteer Soldiers, for which 389.22 acres of land 
were acquired. Pursuant to Executive Order 5398, dated July 21, 1930, which 
consolidated the National Home for Disabled Volunteer Soldiers and other 
agencies into the Veterans’ Administration, the installation at Wood was trans- 
ferred to the Veterans’ Administration. It is presently operated as a Veterans’ 
Administration center consisting of 1,275 hospital beds and 1,640 domiciliary beds. 

Since May 1932, the Veterans’ Administration has leased a tract of approxi- 
mately 4 acres of land located in the northeasterly corner of the reservation to the 
city of Milw aukee, Wis., based on a consideration of $1 per year. The city con- 
structed a 12 million gallon capacity booster station, with necessary pumping 
machinery and equipment, on that tract of land. 

The act of September 1, 1949 (63 Stat. 683), in part, directed the Administrator 
of Veterans' Affairs to convey, by quitelaim deed, to Milwaukee County, Wis., for 
use for civic and recreational purposes, 2 parcels of land containing approximately 
101.5 acres, which were situated within the boundaries of the Veterans’ Administra- 
tion center, Wood, Wis. Pursuant thereto, the Veterans’ Administration sold the 
mentioned 2 parcels of land to Milwaukee County for $35,000. This conveyance 
resulted in a separation of the leased 4-acre tract from the balance of the Veterans 
Administration reservation 

As previously noted, the bill provides that the city of Milwaukee shall pay 

‘one-half the market value of the said {4-acre} parcel of land,” as determined by 
an independent appraiser selected by the city and the Veterans’ Administration. 
Presumably, it is intended that the city shall pay one-half of the market value of 
the land, without improvements, although the language of the bill in this regard is 
ambiguous. For your convenience, there is enclosed a draft amendment which 
would elarifv this intent. Further, it is noted that the proposal is silent as to 
whether it is intended that the city or the Veterans’ Administration pay for the 
appraisal of the land, as well as the survey required by section 2. It is our view 
that the city should be required to assume these expenses. The enclosed draft of 
amendments w ould also accomplish this suggestion. 

The Veterans’ Administration is not informed of the factors considered in 

roviding that the city shall pay one-half the market value of the land proposed 
or conveyance. However, it is felt that the question of what consideration 
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should be received for Federal real property when conveyed to States or local 
governments pursuant to this type of legislation, is a matter of broad national 
policy, concerning which the Veterans' Administration offers no comment. Since 
the General Services Administration 1$ the agency primarily concerned with the 
disposal of Federal real property, your committee may desire to obtain the 
views of the Administrator of General Services in this regard. 

It is believed that, subject to the foregoing suggestions, the transfer of the 
land in question to the city of Milwaukee, Wis., under the terms and conditions 
set forth in the bill, would not interfere with the present or prospective operation 
of the Veterans’ Administration hospital at Wood, Wis. Accordingly, the 
Veterans' Administration would interpose no objection to the favorable con- 
sideration of H. R. 6727, if amended in the manner suggested. 

The Veterans! Administration has not had sufficient time to ascertain from 
the Bureau of the Budget the relat:onship of this proposal to the program of the 
President. 

Sincerely yours, 
Н. У, HiGLEX, Administrator, 

Enclosure. 


SUGGESTED ÁMENDMENTS TO H. R. 6727, 84TH CONGRESS 


Immediately following the word *'land" in line 10, page 1, insert à comma and 
“without improvements,". 

Immediately before the period in line 2, page 2, insert “but paid by the city", 

Immediately before the period in line 6, page 2, insert “but at the expense of 
the city". 


O 





saluvualri NVIIHDIW JO ALISHAAING 





Calendar No. 1264 


84TH CONGRESS } SENATE і REPORT 
1st Session No. 1247 


ENFORCEMENT OF NARCOTIC LAWS 


JuLY 29, 1955.— Ordered to be printed 


Mr. Bvap, from the Committee on Finance, submitted the following 


REPORT 


(To accompany H. R. 7018] 


The Committee on Finance, to whom was referred the bill (H. R. 
7018) to authorize subpenas in connection with enforcement of the 
narcotic laws, and for other purposes, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

By virtue of this act, the Committee on Finance accepts the report 
of the Committee on Ways and Means, which is as follows: 


PURPOSE 


H. R. 7018 relates to the authority of the Secretary of the Treasury with 
respect to the enforcement of the laws of the United States pertaining to narcotic 
drugs and marihuana. |H. R. 7018 would authorize the Secretary of the Treasury 
to administer oaths and affirmations, subpena witnesses and compel their attend- 
ance, take evidence, and require the production of any records which the Secre- 
tary finds necessary or relevant to an investigation in connection with the en- 
forcement of such laws. 

GENERAL STATEMENT 


Present law provides no authority to the Secretary of the Treasury to subpena 
witnesses or to require the production of records with respect to the enforcement 
of the laws of the United States relating to narcotic drugs and marihuana. It 
is presently necessary for the enforcement officers of the Treasury Department 
to obtain subpenas through the Federal courts upon a showing of sufficient 
evidence to justify the issuance of the subpenas. 

H. R. 7018 would authorize the Secretary of the Treasury to summon persons, 
papers, books, and records to assist in the enforcement of the Federal narcotic 
and marihuana laws. A provision is included in your committee’s bill that would 
establish a contempt procedure before Federal district judges as a means of com- 
pelling compliance with any summons issued pursuant to the authority that would 
be established under H. R. 7018. 

The Treasury Department expressed the following view in support of the 
enactment of H. R. 7018 in the departmental report which was submitted to your 
committee: 

“Tt is generally recognized that the power to subpena witnesses, and to require 
the production of records is a legitimate and effective aid to the administration of 
regulatory and penal statutes. The authority to be granted to the Secretary of 
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2 ENFORCEMENT OF NARCOTIC LAWS 


the Treasury by the bill would be an invaluable weapon in the enforcement of the 
laws relating to narcotie drugs and marihuana. In view of this, the Treasury 
recommends favorable consideration of the proposed legislation." 

The Departments of Treasury and Justice submitted favorable reports on H. R. 
7018. Your committee is unanimous in urging the enactment of this legislation, 


O 





Calendar No. 1265 


84TH CONGRESS l SENATE i Report 
Ist Session No. 1248 


AMENDMENT OF SECTION 421 (a) OF THE INTERNAL 
REVENUE CODE OF 1954 


Junx 29, 1955.—Ordered to be printed 


Mr. Byrp, from the Committee on Finance, submitted the following 


REPORT 
[To accompany H. R. 7064] 

The Committee on Finance, to whom was referred the bill (H. R. 
7064) to amend section 421 (a) of the Internal Revenue Code of 1954 
to extend the period for exercise of restricted stock options after 
termination of employment, having considered the same, report 


favorably thereon without amendment and recommend that the bill 
do pass. 

)v virtue of this act, the Committee on Finance accepts the report 
f the C ittee Ways and Means, which is as follows: 
oi the Committee on Ways and Means, which ts as follows: 


PURPOSE OF THE BILL 


This bill as reported amends the stock option provision contained in section 421 
of the Internal Revenue Code of 1954. It provides that an employee who has 
been separated from the service of sn employer issuing a stock option is to have 
until 6 months after such separation, instead of 3 months as is provided by present 
law, to exercise such optiou if he is to obtain the tax deferment and capital-gains 
treatment provided for “restricted stock options.” The change made by this 
bill is to be effective with respect to stock options exercis-d after December 31, 
1954, in the case of years ending after that date. 


REASON FOR THE BILL 


Both the 1939 and the 1954 codes provide a special set of ru!es for the tax treat- 
ment of employee “restricted stock options.” If stock obtained under a restricted 
stock option is not disposed of until 2 years or more after the date on which the 
option was granted, and until 6 months or more after the exercise of the option, 
any tax imposed is deferred until the stock is sold. However, to receive this 
treatment the taxpayer must be an employee of the company (or a related com- 
pany) or have been an employee within the 3 months of the time the option was 
exercised. Where these and other conditions are met, any gain realized at the 
time the stock is disposed of is taxed as a capital gain if the option price was 
between 95 and 100 percent of the value of the stock at the time the option was 
granted. If the option price was between 85 and 95 percent of the value of the 
stock at the time the option was issued, capital-gain treatment is accorded the 
portion of the gain in excess of the difference between the price and the fair 
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2 AMEND SECTION 421 (A) OF INTERNAL REVENUE CODE 


market value of the stock at the time the option was issued. Any remaining gain 
is treated as ordinary gain but is not taxed until the stock is sold. 

Frequently employees who are separated from service find it necessary to devote 
their entire attention for some time after the separation to the finding of a new 
job or to adjusting themselves to their new position. Thus, they may overlook 
the necessity of exercising their stock option within the 3-month period in order 
to receive the benefits of “restricted stock option” treatment. Moreover, the 
individual may be short of funds in the period immediately after his separation 
from & job either because of unemployment or because of expenses incurred in 
moving to the location of his new employment. Either of these factors may make 
it difficult for him to exercise a stock option within 3 months after severing his 
employment. 

For the reasons given above, your committee extends from 3 months to 6 months 
the period after ceasing employment in which an option must be exercised in 
order to qualify as restricted. It is desirable to give such an individual this 
additional time to adjust himself to his new circumstances before requiring him 
to make a decision as to the exercise of an option. 

It is believed that the revenue loss resulting from the enactment of this bill wil! 
be negligible. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing Rules 
of the Senate, changes in existing law made by the bill are shown as 
follows (existing law proposed to be omitted is enclosed in black 
brackets; new matter is printed in italics; existing law in which no 
change is proposed is shown in roman): 


SECTION 421 (a) oF THE INTERNAL REVENUE Cope oF 1954 


SEC. 421, EMPLOYEE STOCK OPTIONS. 

(a) TREATMENT OF RESTRICTED Stock Options.—Ilf a share of stock is trans- 
ferred to an individual pursuant to his exercise after 1949 of a restricted stock 
option, and no disposition of such share is made by him within 2 years from the 
date of the granting of the option nor within 6 months after the transfer of such 
share to him— 

(1) no income shall result at the time of the transfer of such share to the 
individual upon his exercise of the option with respect to such share; 

(2) no deduction under section 162 (relating to trade or business expenses) 
shall be allowable at any time to the employer corporation, & parent or 
subsidiary corporation of such corporation, or a corporation issuing or 
assuming a stock option in a transaction to which subsection (g) is applicable 
with respect to the share so transferred; and 

(3) no amount other than the price paid under the option shall be con- 
sidered as received by any of such corporations for the share so transferred 

This subsection and subsection (b) shall not apply unless (A) the individual, at 
the time he exercises the restricted stock option, is an employee of either the 
corporation granting such option, a parent or subsidiary corporation of such 
corporation, or a corporation or a parent or subsidiary of such corporation issuing 
or assuming a stock option in a transaction to which subsection (g) is applicable 
or (B) the option is exercised by him within [3] siz months after the date he 
ceases to be an employee of such corporations. 


O 


in 
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Calendar No. 1266 


84тн CONGRESS l SENATE | REPORT 
Ist Session No. 1249 


TAX TREATMENT OF INCOME RECEIVED FROM PATENT 
INFRINGEMENT SUITS 


JuLY 29, 1955.—Ordered to be printed 


Mr. Byrp, from the Committee on Finance, submitted the following 
REPORT 
[To accompany H. R. 7300) 


The Committee on Finance, to whom was referred the bill (H, R. 
7300) to amend the Internal Revenue Code of 1954 with respect to 
the tax treatment of income received from patent infringement suits, 


having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 

By virtue of this act, the Committee on Finance accepts the report 
of the Committee on Ways and Means, which is as follows: 


PURPOSE OF BILL 


This bill, as amended, inserts a new section 1304 in the Internal Revenue Code 
of 1954. Under this section, a taxpayer who receives or accrues an amount 
which represents compensatory damages resulting from a judgment for infringe- 
ment of a patent issued by the United States may spread such amount propor- 
tionately over the period in which the infringement occurred if this results in a 
lesser tax than including the lump sum proceeds in gross income. 


REASONS FOR BILL 


Under existing law. averaging of certain receipts, such as those from an indi- 
vidual's invention or artistic work, is permitted. In the case of a patent infringe- 
ment, however, the owner of the patent (or the owner of an undivided interest in 
the patent) may receive a judicial award for infringement of the patent where the 
infringement occurred over a period of years. If the taxpayer is required to include 
the total infringement award in gross income for the year in which the award is 
made, he may be compelled to pay a substantially increased tax over the tax that 
he would have had to pay if he had received the equivalent of the compensatory 
damages during the period in which the infringement occurred. This bill, there- 
fore, permits the taxpayer to readjust his taxes with respect to such compensatory 
damages. 

EXPLANATION OF BILL 


. The income spreading permitted under the bill is restricted to those instances 
in which damages are received or accrued in the taxable vear as the result of an 


award in a civil action for infringement of a patent issued by the United States. 
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2 TAX TREATMENT OF INCOME FROM PATENT INFRINGEMENT SUITS 


The amount which may be spread back is limited to that portion of the award 
which represents compensatory damages and does not include that portion of the 
award which represents increased damages awarded by the court over and above 
the amount found adequate to compensate for the infringement. (See U. S. C., 
title 35, sec. 284.) It also does not include any amount that may be awarded to 
the taxpayer as attorney’s fees, interest, or costs in the judicial action. 

In determining the period over which the amount representing compensatory 
damages may be spread, only those months in which an infringement occurred 
may be taken into account. Thus, the ceiling on the computation of tax with 
respect to the amount representing compensatory damages is computed by deter- 
mining the number of months in which the infringement occurred, dividing the 
amount by the number of such months and, by including the quotient in gross 
income for each of such months. 

Where the recipient of an infringement award is entitled to capital-gains treat- 
ment on the proceeds the averaging premitted under this bill may be applicd t 
the proceeds which are deemed to arise from the sale or exchange of a баі 
asset held for more than 6 months. 

'The amendment is effective with respect to taxable vears ending after the date 
of enactment of this bill but only with respect to anv amounts which are received 
or accrued after that date as the results of an award in a civil action made after 
that date. 

Your committee has reported this bill unanimously. 


CHANGES IN EXISTING LAW 
In compliance e with subsection 4 of rule XXIX of the Standing Rules 
of the Senate, changes in existing law made by the bill are shown as 
follows (existing law proposed to be omitted is enclosed in black 
brackets; new matter is printed in italies; existing law in which no 
change is proposed is shown in roman): 

Sec. 1304. COMPENSATORY DAMAGES FOR PATENT INFRINGEMENT 

If an amount representing compensatory damages is received or accrued by a tax 

payer during a taxable year as the result of an award in a civil action for infringe? 


of a patent issued by the United States, then the tax attributable to the inclusion i 
such amount in gross income for the tarable year shall not be greater than the апд 

of the increases in lares which would have resulted 1f such amount had been ine 

in gross income tn ¢ тиа! installments for each month during which s ich infring 
occurred 


c. [13043 7805. RULES APPLICABLE To Tuts Part 


ж ж w * * ж * 


Norre.—The bill also changes table references and section numbers 
and references thereto in the Internal Revenue Code, to conform to 
the addition of the new section. In the opinion of the committee, tt 
is necessary to dispense with the requirements of subsection 4 of rule 
XXIX in the case of these purely technical amendments, in order to 
expedite the business of the Senate. 


О 
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84TH CONGRESS SENATE REPORT 
Ist Session 


AMENDING THE PUBLIC HEALTH SERVICE ACT TO AUTHORIZE 
THE PRESIDENT TO MAKE THE COMMISSIONED CORPS OF THE 
PUBLIC HEALTH SERVICE A MILITARY SERVICE IN TIME OF 
EMERGENCY INVOLVING THE NATIONAL DEFENSE AND TO 
AUTHORIZE PAYMENT OF UNIFORM ALLOWANCES TO OFFICERS 
OF THE CORPS IN CERTAIN GRADES WHEN REQUIRED TO WEAR 
THE UNIFORM 


JuLx 29, 1955.—Ordered to be printed 


Mr. HILL, from the Committee on Labor and Public Welfare, 
submitted the following 


REPORT 
[To accompany S. 2587] 


The Committee on Labor and Public Welfare, to whom was referred 
the bill (S. 2587) to amend the Public Health Service Act to authorize 
the President to make the Commissioned Corps of the Public Health 
Service a military service in time of emergency involving the national 
defense, and to authorize payment of uniform allowances to officers of 
the corps in certain grades when required to wear the uniform, and for 
other purposes, having considered the same, report favorably thereon 
without amendment, and unanimously recommend that the bill do 
pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to improve the personnel svstem of the 
Commissioned Corps of the Public Health Service in order that the 
Service may more effectively perform its responsibilities. The 
President in his health message of January 31, 1955 (H. Doc. No. 81) 
recommended to the Congress that it take steps to “strengthen the 
Public Health Service Commissioned Corps by improving its sta- 
tus * * *" The bill, S. 2587, amending the Public Health. Service 
Act, was introduced in the Senate to implement the President's 
recommendation. 

The bill would authorize the President to convert the Commissioned 
Corps to military status in times of emergency involving the national 
defense, as well as in time of war. Under existing provisions of the 
Public Health Service Act the President's authority to convert the 
status of the corps is limited to wartime periods only. However, 
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2 AMENDING THE PUBLIC HEALTH SERVICE ACT 


factors which would justify conversion of the Commissioned Corps 
to military status during periods of war may also exist during periods 
of emergency related to the national defense. 

Although the functions of the Public Health Service are normally 
civilian in character and vital to the maintenance of the health and 
welfare of the civilian population, the Service in times of national 
emergency or war performs functions and duties closely related to the 
responsibilities of the Armed Forces and such other defense functions 
as may be assigned to it by the President. Authorization for the 
President to convert the Commissioned Corps to military status 
during periods of both war and emergency involving the national 
defense is desirable in order to provide a firm basis for the full utiliza- 
tion of the Public Health Service in performing such functions. 

Another needed improvement in the Commissioned Corps personnel 
system relates to uniform allowances. The bill would authorize a 
one-time uniform allowance of $250 for commissioned officers in the 
three lower grades, regardless of the existence or nonexistence of a 
state of war, but would limit payment to those officers who are required 
by directive of the Surgeon General to wear uniforms. Under 
existing law a uniform allowance is authorized to be paid to such officers 
who enter on active duty in time of war or who are so serving at the 
commencement of a war. Although no uniform allowance is payable 
at the present time, approximately 40 percent of such officers are 
required by the Surgeon General to wear uniforms during duty hours. 

In order to simplify administration and further improve personnel 
management the bill would extend the term of Reserve commissions; 
authorize the crediting of prior civil-service employment with the 
Service toward retirement for age or length of service, which would 
parallel existing law with respect to the crediting of such prior service 
for disability retirement purposes; extend the present authority for 
extramural training assignments of Regular officers to Reserve officers 
and otherwise clarify and amend such training provisions; clarify ex- 
isting authority to reappoint officers to the iter Corps without 
examination; and eliminate obsolete provisions and references. 


SECTION BY SECTION ANALYSIS OF THE BILL 
Section 1 


Section 216 of the Public Health Service Act at present authorizes 
the President, in time of war, or of emergency proclaimed by the 
President, to utilize the Public Health Service to such extent and 
in such manner as shall in his judgment promote the public interest. 
It further authorizes the President, in time of war only, to declare the 
Commissioned Corps of the Public Health Service to be & military 
service and a branch of the land and naval forces of the United States. 
And it provides that while in such military status, the Commissioned 
Corps shall, to the extent prescribed by regulations of the President, 
be subject to the Articles of War and to the Articles for the Govern- 
ment of the Navy. The proposed amendment would authorize the 
President to declare the Commissioned Corps to be a military service 
in time of emergency involving the national defense, as well as in time 
of war. Reference to the Uniform Code of Military Justice would be 
substituted for the now obsolete references to the Articles of War 
and the Articles for the Government of the Navy. 
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Section 2 


Subsection (a) would amend section 213 of the Public Health Service 
Act to authorize the pavment of a onetime $250 uniform allowance to 
those Regular and Reserve officers of the Service who (i) are on active 
duty on, or enter on active duty after, the effective date of the amend- 
ment, (ii) are receiving the pay of the junior assistant, assistant, or 
senior assistant grade, and (iii) have not at any time received a uniform 
allowance from the Service. 'The general effect of this amendment 
would be to delete from existing law the limitations of the uniform 
allowance to war periods. 

Subsection (b) would repeal, as no longer necessary, section 707 of 
the act of July 1, 1944, as amended, which authorized the retroactive 
payment of uniform allowances to officers who were appointed to the 
Regular Corps or called to active duty in the Reserve Corps after 
December 7, 1941, and prior to July 1, 1944, and who would have been 
eligible for the uniform allowance under section 213 of the Public 
Health Service Act but for the fact that their appointment or call to 
active duty occurred prior to Julv 1, 1944, the effective date of such 
act. Eligibility under section 707 is limited to officers who were on 
active duty on or after November 11, 1943. After a lapse of 11 
years it is assumed that this section has been executed. 

Section 3 

Subsections (a) and (b) would amend section 207 of the Public 
Health Service Act by adding a new subsection thereto which would 
authorize the reappointment of former officers of the Regular Corps 
within 2 years after the termination of their prior commission in the 
Regular Corps without a new examination, except as the Surgeon 
General may otherwise prescribe, and without regard to the numerical 
limitations with respect to the appointment of officers in the full 
grade and above. For purposes of pay, promotion, and seniority in 
grade, such a reappointed officer would receive the same credits for 
service to which he would be entitled if such reappointment were an 
original appointment, but in no event less than the amount of credits 
he held at the time his prior commission was terminated. 

Subsection (c) would amend section 207 (a) (2) of the Public Health 
Service Act so as to extend the term of Reserve commissions from 5 
vears to an indefinite period. This amendment would parallel the 
practice of the Armed Forces to grant Reserve commissions for 
indefinite periods. Reserve commissions in effect on the date of 
enactment of this subsection would not, however, be affected unless 
the officer consents in writing to such extension, 

Section 4 

This section would amend section 210 (d) (2) of the Public Health 
Service Act by striking out the words “pay period and for purposes 
of". The words to be deleted had reference to the Pay Readjustment 
Act of 1942, as amended, which provided for longevity increases in 
pay every 3 years. This law was superseded by the Career Compensa- 
tion Act of 1949. The language to be deleted no longer has any 
meaning. 


Section 6 


Subsections (a) and (b) would amend subsections (a) and (b) (1) 
of section 211 of the Public Health Service Act to authorize the credit- 
ing of all noncommissioned service with the Public Health Service 
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for purposes of age and length-of-service retirements without regard 
to the date of appointment ‘of an officer to the Regular Corps. The 
term “noncommissioned service” is used to desc ribe any employment 
with the Public Health Service other than in a commissioned status. 

Under existing law (sec. 706 of the act of July 1, 1944, as amended), 
the crediting of prior noncommissioned service with the Service 
for the purposes of age and length-of-service retirements is limited 
solely to those Regular officers who were appointed prior to July 1, 
1944. An officer who has been appointed since that date may not 
receive credit for any noncommissioned service for purposes of 
retirement for age or length of service, notwithstanding the fact 
that from the date of his appointment to the Regular Corps he is 
excluded from the civil service retirement system and his rights 
thereunder terminated. While such an officer receives a return of all 
contributions paid into the retirement fund, he loses all credits 
toward retirement for his prior noncommissioned service which he 
had accumulated under the Civil Service Retirement Act. 

These amendments would equalize the computation of service for 
nondisability retirement purposes with the computation of service for 
disability retirement purposes at present authorized under the Career 
Compensation Act of 1949. Under that act, Public Health Service 
officers may be credited for physical disability retirement purposes 
with their noncommissioned service with the Public Health Service 
regardless of the date of their appointment. 

Subsection (c) would amend section 211 (c) of the Public Health 
Service Act to authorize the recall to active duty of a retired officer 
of the Regular Corps without his consent while the corps has military 
status. Existing law authorizes such recall only in time of war. The 
amendment is necessary to complement the amendment to section 216 
of the Public Health Service Act contained in section 1 of the bill 
which would permit conversion of the corps to military status in times 
of national defense emergency as well as in time of war. This sub- 
section would also incorporate into section 211 (c) of the Public 
Health Service Act substantive legislation contained in the Depart- 
ment of Health, Education, and Welfare Appropriation Act, 1954 (67 
Stat. 254, 42 U.S. C. 212b) which authorizes the recall to active duty 
of an officer of either the Regular or Reserve Corps with his consent 
at any time. 

Subsection (d) would repeal the provision of the Department of 
Health, Education, and Welfare Appropriation Act, 1954, referred to 
above, which would be incorporated into section 211 (c) of the Public 
Health Service Act by section 5 (c) of the bill. 

Subsection (e) would repeal section 706 of the act of July 1, 1944, 
as amended. See explanation under subsections (a) and (b) above. 


Section 6 


Subsection (a) would amend section 218 (a) of the Public Health 
Service Act which at present authorizes the training of Regular officers 
at ‘educational institutions.” 

The amendment would extend this training authority to include 
Reserve officers. Within the Commissioned Corps very little distinc- 
tion exists between Regular and Reserve officers, both of whom have 
already obtained their professional degrees. They work side by side 
on the same projects which may require e advanced professional training 
in order that they may keep abreast of changing times and new pro- 
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fessional techniques. Authoritv to train Reserve officers on the same 
basis as Regular officers would be in the best interests of the Service. 

'The scope of subsection (a) of section 218 is somewhat ambiguous 
with respect to training courses and programs, both within and out- 
side the Federal Government, which may not technically be described 
as training at ‘educational institutions.” Non-Federal training pro- 
grams are given from time to time under the auspices of various 
profe ssional associations, such as the American Medical Association, 
the American Trudeau Association, and the American Psychoanalytic 
Association. Within the Federal Government, Public Health Service 
oflicers have need for training given by various Federal agencies, 
such as the Foreign Service Institute conducted by the Department 
of State and the biological warfare defense course conducted by the 
Department of the Army. Although such programs are normally 
short-term courses, they are, nonetheless, essential to the training 
activities of the Public Health Service. The amendment made by 
this subsection would, therefore, clarify the authority of the Service 
to train officers at educational institutions or training programs, both 
within and outside the Federal Government. 

Subsection (b) would amend section 218 (b) of the Public Health 
Service Act which now provides that an officer whose tuition and 
fees have been paid by the Service while attending an educational 
institution shall reimburse the Service for such costs if he voluntarily 
leaves the Service within 2 years after the cessation of such attendance. 
[n view of the fact that 62 percent of such training is for periods of 
less than 3 months, and that such training assignments are, in many 
instances, for a period of no more than 1 week, the requirement of 
2 vears of subsequent service is unduly harsh on the officer and is 
unnecessary from the point of view of the Government. 

This amendment would require an officer who receives training in 
excess of 30 davs for which tuition and fees are paid by the Service 
to reimburse the Service for such tuition and fees if thereafter he 
voluntarily leaves the Service within a period of time which is equal 
to twice the period of such training, with a minimum period 4 [ 6 
"n 1s of service and a maximum of 2 vears. Such period of а 
quet rvice would commence upon the cessation of the officer's 
presc ыа training program which may also include othe T raining 
for which no tuition and fees are paid, regardless of whether such other 
training is in a Service facility or otherwise. The amendment would 
also authorize the Surgeon General to waive, in whole or in part, the 
recovery of tuition and fees when such recovery would be ine quitable 
or not in the public interest. 


CHANGES IN EXISTING LAW 


In the opinion of the committee, in connection with this report it is 
necessary to dispense with the requirements of subsection 4 of rule 
XXIX of the Standing Rules of the Senate in order to expedite the 


business of the Senate. 


O 
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84TH CONGRESS l SENATE REPORT 
1st Session No. 1251 


AMENDING PUBLIC LAWS 815 AND 874, 81ST CONGRESS, WHICH 
PROVIDE FOR ASSISTANCE TO LOCAL EDUCATIONAL AGENCIES 
IN AREAS AFFECTED BY FEDERAL ACTIVITIES, AND FOR OTHER 
PURPOSES 


JuLx 29, 1955.— Ordered to be printed 


Mr. Hitz, from the Committee on Labor and Public Welfare, 


submitted the following 


REPORT 


[To accompany 8S. 2670] 


The Committee on Labor and Public Welfare, to whom was referred 
the bill, S. 2670, entitled '' A bill to amend Public Laws 815 and 874, 
81st Congress, which provide for assistance to local educational agen- 
cies in areas affected by Federal activities, and for other purposes," 
having considered the same, report favorably thereon and recommend 
that it do pass. 

GENERAL STATEMENT 


Public Laws 815 and 874, 81st Congress, provide for assistance to 
school districts in federally impacted areas. Under Public Law 815, 
payments are made to help build schools in districts burdened with 
substantial increases in their school memberships due to Federal 
activities. Under Public Law 874, payments are made to school 
districts to help meet their operating and maintenance expenses, 
where such districts are providing education for federally connected 
children. S. 2670 extends Public Law 874 for 1 year, postpones the 
taking effect of the 3-percent “absorption” requirement of Public 
Law 874, and makes 5 changes in Public Law 815, designed to correct 
certain inequities which have arisen under that law and to improve its 
operation in the future. 
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EXTENSION OF PUBLIC LAW 874 


Section 1 of the bill provides for a l-vear extension of Public Law 
874. Under the present provisions of that act, it will expire June 30, 
1956. A l-year extension at this time is needed to enable school 
districts affected by the act to plan ahead. 


PAYMENTS UNDER PUBLIC LAW 874 FOR CURRENT INCREASES IN 
FEDERALLY CONNECTED CHILDREN 


Under section 4 of Public Law 874 payments are made to school 
districts for current increases in the number of federallv connected 
children. One of the requirements for such payments is that as a 
result of Federal activities the increase in the number of children in 
average daily attendance at the schools of any educational agency 
in any fiscal year is equal to at least 5 percent of the number of all 
children in average daily attendance at the schools of such agency 
during the preceding fiscal year. As a result of this requirement a 
number of school districts, already operating at a deficit and having 
a considerable impact caused by Federal activities, have failed to 
qualify for payments under section 4. 5. 2670 changes the law so 
as to require an increase of at least 5 percent of the nonfederally 
connected children rather than 5 percent of all the children in average 
daily attendance. The committee believes that the eligibility require- 
ment should be based on the normal or nonfederally connected mem- 
bership, rather than on the total membership when that total is already 
considerably increased by Federal activities. 


“ABSORPTION” REQUIREMENT 


3-PERCENT 

Under section 3 of Public Law 874, payments are made on the basis 
of the number of children who reside on Federal property with a 
parent emploved on Federal property (so-called A children), and the 
number of children who reside on Federal! property or reside on non- 
Federal property with a parent employed on Federal property (so- 
called B children). Under the origina! law, each eligible school 
district was paid the local share of the per-pupil cost of school mainte- 
nance and operation (the local contribution rate) for each A child 
and one-half of this amount for each B child attending 1ts schools, 
The eligibility requirement was that the number of A children or B 
children, whichever group formed the basis for payments, must equal 
at least 10 and at least 3 percent of the total number of children 
attending the schools of the applicant. 

Under the amendments made by Public Law 248 of the last Con- 
gress, payments would be computed differently, with the number of A 
children being added to one-half the number of B children; if this 
totals 10 or more, the school district would be entitled to the local 
contribution rate multiplied by the total so obtained, minus 3 percent 
of the total number of nonfederally connected children attending its 
schools. This change would result in eliminating payments under 
Public Law 874 to several hundred school districts, and substantially 
reducing payments to most other districts. 
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To avoid the undue hardship which would result from these amend- 
ments, legislation was enacted on August 31, 1954, providing that 
during the fiscal year ending June 30, 1955, payments under Public 
Law 874 should be computed in substantially the same way as was 
provided in the original law. Section 3 of the bill provides that this 
method shall continue in effect for the fiscal year ending June 30, 1956. 


TRANSFER OF TEMPORARY SCHOOL FACILITIES 


Under Public Law 815, where there is a substantial increase, due 
to Federal activity, in the membership of a school district, but the 
increase is only temporary, the Commissioner of Education may fur- 
nish temporary school facilities to take care of this increase, rather 
than making payments for the construction of permanent schools, or 
he may pay the district an amount equal to the cost of such tempora 
facilities. The bill authorizes the donation ef such facilities to the 
school district, and gives the Commissioner the same power to estab- 
lish terms and conditions with respect to such donations as he has 
where he makes payments to a district in lieu of furnishing such 
facilities. 


DATE FOR DETERMINING “UNHOUSED”’ CHILDREN 


Public Law 815 provides that the Federal share of the cost of a 
project shall not exceed the cost of providing minimum school facilities 
for the applicant's **unhoused" children (that is, the number of chil- 
dren who are in excess of available school facilities). "The law also 
provides that school facilities under contract on the date set for deter- 


mining the number of unhoused children shall be considered as avail- 
able for this purpose. The law specifies that this determination must 
be made as of the last date bv which applications could be filed for 
payment out of the funds from which the Federal share of the cost 
of the project in question is to be paid. 

These provisions resulted in reducing or eliminating pavments to 
27 school districts which were eligible for payments as of November 
24, 1953, on account of increases in federally connected children be- 
tween June 1952 and June 1954. Two cutoff dates were set for filing 
applications for payments on account of these increases. The dis- 
tricts in question filed applications on or before the first cutoff date 
(November 24, 1953) but because of their low-priority position were 
not reached with the first appropriation. They were processed for 
payment out of later appropriations, to whieh à second cutoff date 
(June 30, 1954) applied. Between the two dates the districts let 
contracts for construction of additional school facilities with State or 
local funds. As a result of these contracts, on the second cutoff date 
some districts had no unhoused children and others had considerably 
less than they had on the first date. If sufficient funds had been appro- 
priated initially to pay all applications filed by the first cutoff date, 
these districts would have received a total of approximately $6 
million more than they actually received. The net effect was to penal- 
ize school districts which showed initiative in providing school facilities 
with local funds. 
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List of school districts who lost funds because contracts were let after Nov. 24, 1953, 





and before June 80, 1954 


j——————o^A— 























Maximum Federal Loss in 
Applicant Federal funds Federal 
allowance reserved | allowance 
(1) (2) | (3) (4) 
CALIFORNIA 
10. Monterey City School District.....................-...-- $885, 150 $810, 144 $75, 006 
56. Mojave Unified School District.....................-.... ИТО 2 гь 37, 170 
57. Chula Vista City School District.-...... М 411,390 251, 000 160, 390 
58. San Diego Unified School Distriet....... 1,718,600 580, 230 1, 133; 370 
201. Areada Elementary School District 211, 530 |..... 211, 530 
220. Torrance Unified School District...............-........- 1, 277, 073 503, 126 773, 947 
238. Alamitos Elementary School District......----.--------- 48. 510 |...... га 48, 510 
257. Manhattan Beach City School District.................. 492, 723 320, 260 172, 463 
419. Escondido Union School District.....................-.-. WS ССА. | 63, 000 
TUM З За Заў 5,200,146 | — 2,464, 760 | 2, 735, 386 
COLORADO | 
402. School District No. 50, Adams County................... BEN LS anie | 53, 900 
1 
CONNECTICUT | 
MAL аа а аа, с аасабаааабаевачававебсё 127, 160 |..........---.| 127, 160 
FLORIDA 
7. Special tax district No. 1, Oskaloosa County............. 464, 085 297, 000 | 167, 085 
| | | 
MARYLAND | | 
4. Montgomery County Board of Education................ 3, 195, 390 | 2, 022, 000 | 1, 173, 390 
MICHIGAN | 
419. Brownstown Graded School District No. 11 F..........s- | LI еа | 2,700 
MONTANA | | 
407. School district No. 52, Stillwater County................. | СБ 009) мысы зне 15, 370 
NEW YORK a iT ма "nue em p E 
i 
203. Union free school district, No. 3, town of Hempstead..... | 1,111,120 | 685, 000 | 426,120 
208. Union free school district, No. 22, towns of Oyster Bay | | | 
and Babylon.... К асо ОНЕ І ПТ Тесна | 339, 120 
403. Union free school district, No. 23, Маззаредца...........- | MAC 1.556 | 309, 600 
а аа н ааа іа а б 759, 840 | 685, 000 1,074, 840 
OHIO | | 
421. Strongsville Village Schoo! District.................-.-..- Каме | 23, 40 
PENNSYLVANIA | | 
ouk Caa D <.w. 2. ccccccccocccccecesscceucs b HE UU, d dese ped 279,11 
1 
RHODE ISLAND | 
NE CMM LL esas mie un io ji C mnqE cen CUN LL deeds а 9, 000 
TEXAS | or ta PAL E Р 
21, Kingsville Independent School District. ................. 164, 350 | 148, 200 16, 150 
22. Birdville Independent School Distriet.. | BEN eg din m 157, 250 
401. А. & M. Consolidated Independent Schoo! District. ..... | 29, 500 | diqa ili sie 29, 500 
ТИ. авд b snaws settdaltiià 351, 100 | 148, 200 | 202, 900 
WASHINGTON 
401. Quincy School District, No. 144.......................... Еб 49, 068 
WISCONSIN n Iq UE 
BO a овдо tad phai МБ Ісай 18, 000 
402. Joint school distriet No. 3, village of Pavnette, towns of 
Arlington, Low ville, Leeds, and Dekorrà..............- 1,008 ые 13, 500 
ata | 31, 800 | арны | зі, 800 








Ьа ннде | 11, 562, 060 | - 6,616,990 | 5, 945, 109 
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Section 5 of the bill amends Public Law 815 to provide that in the 
future the number of unhoused children shall be determined by count- 
ing school facilities available (including contracts let) as of the first 
cutoff date by which an application is filed. The count of available 
facilities will not be changed if the application is paid out of a later 
appropriation, to which a later cutoff date applies. This change is 
made effective December 1, 1954, which was the first cutoff date set 
for payments for increases occurring between June 1954 and June 1956. 

In addition, section 5 authorizes a special appropriation to permit 
payments to the 27 districts referred to above to compensate them 
for payments they lost on account of construction contracts let 
between the two cutoff dates. Those school districts that have 
unhoused children on the date funds are appropriated for this purpose 
must file a project application to house all or as many of their un- 
housed children as possible with Federal funds. These applications 
will be processed and the projects constructed in the same manner 
as other applications under the law. Those school districts which 
do not have unhoused children on the date funds are appropriated 
will receive a lump-sum payment which must be used either to con- 
struct school facilities for anticipated future growth in school en- 
rollment or to retire debt for past construction. 


PAYMENTS UNDER PUBLIC LAW 815 FOR CHILDREN RESIDING ON INDIAN 
LAND OUTSIDE SCHOOL DISTRICTS 


Section 401 of Public Law 815 provides for payments to local 
educational agencies which educate children living on tax-exempt 


Federal property (mostly Indian children) who create a considerable 
financial burden, but who do not entitle the district to payments 
under other provisions of the act. The section expired June 30, 1955. 
The bill extends this section for an additional year, and makes two 
changes in it designed to facilitate the absorption of Indian children 
into the public schools, by liberalizing eligibility requirements for 
local educational agencies which provide education for children who 
reside on Indian land outside the school district. 

The first change is to exempt such cases from the requirement (now 
in sec. 401 (a) (2)) that the immunity of such property to taxation 
by the agency has created a financial burden for the agency ; obviously, 
this requirement cannot be met where the property involved is outside 
the school district. 

The second change is to modify the requirement (now in sec. 401 
(a) (1)) that the number of children for whom payment is made must 
represent a substantial percentage of the total number of children 
for whom the agency provides free education. Administratively, 
this figure has been set at 10 percent. Where a local educational 
agency has a large school membership, the 10-percent requirement 
may operate to prevent payments even though the number of children 
involved is substantial. Accordingly, the bill provides an alternative 
test with respect to children residing on Indian land outside the 
school district; payments are authorized where the number of these 
children equals or exceeds 100, or where the number of these children, 
combined with any other children for whom payments may be made 
under the section, meets the present substantial percentage test. 
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PAYMENTS UNDER PUBLIC LAW 815 TO DISTRICTS UNABLE TO FINANCE 
NON-FEDERAL SHARE OF PROJECTS 


Section 308 of Public Law 815 authorizes the Commissioner of 
Education to set aside a portion of the funds appropriated under 
the act for payments in hardship cases, including cases where a local 
educational agency cannot finance the non-Federal share of the cost 
of a project for which it is otherwise eligible for assistance under 
the act. Under regulations of the Commissioner, a school district 
which applied for payments under this section before June 30, 1954, 
was eligible for such payments only if it had an increase in federally 
connected children after June 30, 1952, amounting to at least 20 
percent of its membership at the close of the school year 1953-54. 
Subsequent regulations of the Commissioner lowered this requirement, 
as to applications filed after June 30, 1954, to 10 percent. The bill 
authorizes a special appropriation to permit payments on the basis 
of applications filed before that date which meet the 10-percent і 
requirement, Such payments will be made only for new projects, | 
set forth in new applications filed by November 1, 1955. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, exist- 
ing law in which no change is proposed is shown in roman): 


PUBLIC LAW 815, 81ST CONGRESS 
TITLE Ill—1 SCHOOL CONSTRUCTION IN FEDERALLY-AFFECTED 
AREAS 
* x ^ ^ * * * E 
WHERE EFFECT OF FEDERAL ACTIVITIES WILL BE TEMPORARY 


Sec. 203. Notwithstanding the provisions of section 202, whenever the Com- 
missioner determines that part or all of the attendance with respect to which any 
local educational agency is entitled to receive payment under such section will 
be of temporary duration only, such agency shall not be entitled to receive such 
payment with respect to the attendance so determined to be of temporary dura- 
tion only. Instead, the Commissioner shall make available to such agency such 
temporary school facilities as may be necessary to take care of such attendance; 
except that he may, where the local educational agency gives assurance that 
adequate school facilities will be provided to take care of such attendance, pay 
(on such terms and conditions as he deems appropriate to carry out the purposes 
of this title) to such agency for use in constructing school facilities an amount 
equal to the amount which he estimates would be necessary to make available 
such temporary facilities. The Commissioner may transfer to such agency or its 
successor all the right, title, and interest of the United States in and to any temporary i 
facilities made available to such agency under this section; any such transfer shall с 
be without charge, but may be made on such other terms and conditions, and at such i 
time, as the Commissioner deems appropriate to carry out the purposes of this title. 

* * * * * 5 * 


TITLE III—SCHOOL CONSTRUCTION ASSISTANCE IN AREAS WITH 
SUBSTANTIAL INCREASES IN FEDERALLY-CONNECTED SCHOOL 
CHILDREN 


* * * ж ж ж * 
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FEDERAL SHARE FOR ANY PROJECT 


Sec. 304. (a) Subject to section 305 (which imposes limitations on the total of 
the payments which may be made to any local educational agency), the Federal 
share of the cost of a project under this title shall be equal to such cost, but in no 
case to exceed the cost, in the school district of the applicant, of constructing 
minimum school facilities, and in no case to exceed the cost in such district of con- 
structing minimum school facilities for the estimated number of children who will 
be in the membership of the schools of such agency at the close of the regular 
school vear 1955-1956 and who will otherwise be without such facilities at such 
time. For the purposes of the preceding sentence, the number of such children 
who will otherwise be without such facilities at such time shall be determined by 
reference to those facilities which (A) are built or under contract as of the earliest 
date set by the Commissioner under section [303 for filing applications for pay- 
ments from the funds out of which such Federal share is to be paid] 303, on or 
before which the application for such project is filed, or (B) as of the date the applica- 
tion for such project is approved, are included in a projeet for which funds have 
been set aside under title II or in a project the application for whieh has been 
approved under this title 

(b) (1) Where a local educational agency filed an application for payments under 
iis lille on or before November 24, 1953, and after that date entered into any construc- 
tion contract which had the effect of diminishing or eliminating payments to such 
agency on the basis of the application, the Commissioner shall pay to such agency, 
out of funds appropriated pursuant to this subsection, an amount equal to the difference 
between the amount, if any, reserved on the basis of the application and the amount 
which would have been reserved on the basis of the application out of funds appro- 
priated by the Supplemental Appropriation Act, 1954, if such funds had been sufficient 
to permit payments without establishing priorities under section 303. 

(2) Payments under this subsection shall be made upon request of the loca! educa- 
tional agency involved, filed with the Commissioner within ninety days after the date 
on which funds are appropriated to make such payments. Except as provided in 
paragraph (3), such payments shall be made in a lump sum, and shall be made upon 
condition that the funds paid shall be used solely to finance the construction of school 
facilities for such agency (including the payment of obligations incurred with respect 
to school facilities constructed before the enactment of this subsection). 

(3) If, as of the date on which funds are appropriated to make payments under 
this subsection, any agency to which this subsection applies has not provided minimum 
school facilities (determined by reference to those facilities which, as of such date, are 
built or under contract, or are included in a project the application for which has been 
approved under this title) for the estimated number of children who will be in the 
membership of its schools at the close of the regu'ar school year 1955-1956, its request 
shall set forth one or more projects for the construction of minimum school facilities 
Jor such children, and with respect to such projects shall meet the requirements of 
section 205 (b) (1). If, and only 1f, the projects included in its request and approved 
for payment will provide minimum school facilities for the numier of children for 
whom such facilities have not been provided, as determined under the preceding 
sentence, the balance, 1f any, of the amount payable to such agency under this sub- 
section shall be paid to it in accordance with paragraph (2. Upon approval of the 
request, payments with respect to each project included in the request shall be made 
under section 307 as if an application for such project had been approved under 
section 306. 


7; 


^ - > ы * * kd 
ADDITIONAL PAYMENTS 


Sec. 308. (a) Sums appropriated pursuant to this title, other than sums 
appropriated for administration, shall remain available until expended. Not 
to exceed 10 per centum of the amount so appropriated for any fiscal year (exciu- 
sive of any sums appropriated for administration) may be used by the Commis- 
sioner, under regulations prescribed by him, to make grants to local educational 
agencies where (1) the application of such agencies would be approved under this 
title but for the agencies’ inability, unless aided by such grants, to finance the 
non-Federal shara of the cost of the projects set forth in their applications, or 
(2) although the applications of such azencies have been approved, the projects 
covered by such applications could not, without such grants, be completed, 
because of flood, fire, or similar emergency affecting either the work on the proj- 
ects or the agencies’ ability to finance the non-Federal share of the cost of the 
projects. Such grants shall be in addition to the payments otherwise provided 
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under this title, shall be made to those local educational agencies whose need for 
additional aid is the most urgent and acute, and insofar as practicable shall be 
made in the same manner and upon the same terms and conditions as such other 
pavments. 

(b) Where a local educationol agency filed an application for payments under this 
section before June 30, 1954, and such agency met all the requirements established for 
approval of such application except the 20 per centum requirement as to children 
countable for payments under this title (45 C. F. R., 1954 Supp., 107.8 (b) (2)), 
and the number of children countable for the purposes of such requirement was equal 
to 10 per centum or more of the average daily membership of such agency for the 
school year 1953-1954, the Commissioner shall pay to such agency, out of funds 
appropriated pursuant to this subsection, an amount equal to the amount which 
would have heen reserved on the basis of such application if such requirement had 
been met. Payments under this subsection shall be made upon application bu the 
local educational ag^ncy involved, filed with the Commissioner on or before November 
1, 1955, which shail set forth one or more projects for the construction of minimum 
school facilities for such agency, and shall meet the requirements of section 205 (b) (1) 
with respect to such projects. Upon approval of an application under this sub- 
seclion, payments with respect to each project included in the application shall be 
made under section 307 as if an application for such project had been approved under 
section 806. 


WHERE EFFECT OF FEDERAL ACTIVITIES WILL BE TEMPORARY 


Src. 309. Notwithstanding the preceding provisions of this title, whenever the 
Commissioner determines that the membership of some or all of the children, 
who may be included in computing under section 305 the maximum on the tota! 
of the payments for any local educational agency, will be of temporary duration 
only, such membership shall not be included in computing such maximum. 
Instead, the Commissioner may make available to such agency such temporary 
school facilities as may be necessary to take care of such membership; or he may, 
where the local educational agency gives assurance that at least minimum school 
facilities will be provided for such children, pay (on such terms and conditions as 
he deems appropriate to carry out the purposes of this title) to such agency for 
use in constructing school facilities an amount equal to the amount which he 
estimates would be necessary to make available such temporary facilities. In no 
case, however, may the amount so paid exceed the cost, in the school district of 
such agency, of constructing minimum school facilities for such children. The 
Commissioner may transfer to such agency or its successor all the right, title, and 
interest of the United States in and to any temporary facilities made available to such 
agency under this section; any such transfer shall be without charge, but may be made 
on such other terms and conditions, and at such time, as the Commissioner deems 
appropriate to carry oul the purposes of this title. 

~ ж * kd ж ж i 


TITLE IV—SCHOOL CONSTRUCTION ASSISTANCE IN OTHER FED- 
ERALLY AFFECTED AREAS 


Sec. 401. (a) If the Commissioner determines with respect to any local 
educational agency that— 

(1) such agency is providing or, upon completion of the school facilities 
for which provision is made herein, will provide free publie education for 
children who reside on Federal property, and whose membership in the schools 
of such agency has not formed and will not form the basis for payments 
under title II or III of this Act, and that the total number of such children 
represents & substantial percentage of the total number of children for whom 
such agency provides free public education or that the total number of such 
children who reside on Indian lands located outside the school district of such 
agency equals or exceeds 100; 

(2) the immunity of such Federal property to taxation by such agency 
has created a substantial and continuing impairment of its ability to finance 
needed school facilities; 

(3) such agency is making a reasonable tax effort and is exercising due 
diligence in availing itself of State and other financial assistance available 
for the purpose; and 

(4) such «gency does not have sufficient funds available to it from other 
Federal, State, and local sources to provide the minimum schoo! facilities 
required fcr free public education in its school district, 
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he mav provide the additional assistance necessarv to enable such agenev to 
provide such facilities, upon such terms and in such amounts (subject to the 
provisions of this section) as the Commissioner mav consider to be in the publie 
interest; but such additional assistance may not exceed the portion of the cost of 
such facilities which the Commissioner estimates is attributable to children who 
reside on Federal property, and which has not been, and is not to be, recovered 
by the local educational agency from other sources, including payments by the 
United States under any other provisions of this Act or any otherlaw. Assistance 
may be furnished under this subsection without regard to paragraph (2) (but subject 
to the other provisions of this subsection and subsection (c)) to any local educational 
agency which provides free public education for children who reside on Indian lands 
located outside its school district. For purposes of this subsection "Indian lands" 
means Indian reservations or other real property referred to in the third sentence of 
section 210 (1). 

(b) There are hereby authorized to be appropriated for the fiscal year ending 
June 30, 1954, and the [succeeding fiscal year] two succeeding fiscal years such 
sums, not to exceed $20,000,000 in the aggregate, as may be necessary to carry 
out the provisions of this section. There are also authorized to be appropriated 
such sums as may be necessary for administration of such provisions. Amounts 
so appropriated, other than amounts appropriated for administration, shall remain 
available until expended, except that after June 30, [1955] 1956, no agreement 
may be made to extend assistance under this section. 


PUBLIC LAW 874, 81ST CONGRESS 


FEDERAL ACQUISITION OF REAL PROPERTY 


Sec. 2 (a) Where the Commissioner, after consultation with any local educa- 
tional agency and with the appropriate State educational agency, determines for 
the fiscal year beginning July 1, 1950, or for any of the [five] siz succeeding 
fiscal years— 

(1) that the United States owns Federal property in the school district of 
such local educational agency. and that such property (A) has been acquired 
by the United States since 1938, (B) was not acquired by exchange for other 
Federal property in the school distriet which the United States owned before 
1939, and (C) had an assessed value (determined as of the time or times 
when so acquired) aggregating 10 per centum or more of the assessed value 
of all real property in the school district (similarly determined as of the time 
or times when such Federal property was so acquired); and 

(2) that such acquisition has placed a substantial and continuing financial 
burden on such agency; and 

(3) that such agency is not being substantially compensated for the 
loss in revenue resulting from such acquisition by (A) other Federal payments 
with respect to the property so acquired, or (B) increases in revenue accruing 
to the agency from the carrying on of Federal activities with respect to the 
property so acquired, 

then the local educational agency shall be entitled to receive for such fiscal year 
such amount as, in the judgment of the Commissioner, is equal to the continuing 
Federal responsibility for the additional financial burden with respect to current 
expenditures placed on such agency by such acquisition of property, to the extent 
such agency is not compensated for such burden by other Federal payments with 
respect to the property so acquired. Such amount shall not exceed the amount 
which, in the judgment of the Commissioner, such agency would have derived in 
such year, and would have had available for current expenditures, from the 
property acquired by the United States (such amount to be determined without 
regard to any improvements or other changes made in or on such property since 
such acquisition), minus the amount which in his judgment the local educational 
agency derived from other Federal payments with respect to the property so 
acquired and had available in such year for current expenditures. 
* ES * * A * KA 
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CHILDREN RESIDING ON, OR WHOSE Parents ARE EMPLOYED ON, FEDERAL 
PROPERTY 


CHILDREN OF PERSONS WHO RESIDE AND WORK ON FEDERAL PROPERTY 


Sec. 3. (a) For the purpose of computing the amount to which a local educa- 
tional agency is entitled under this section for any fiscal year ending prior to 
July 1, [1956,] 1957, the Commissioners shall determine the number of children 
who were in average daily attendance at the schools of such agency, and for whom 
such agency provided free public education, during the preceding fiscal year, and 
who, while in attendance at such schools, resided on Federal property and (1) 
did so with a parent employed on Federal property situated in whole or in part 
in the same State as the school district of such agency or situated within reason- 
able commuting distance from the school district of such agency, or (2) had a 
parent who was on active duty in the uniformed services (as defined in section 102 
of the Career Compensation Act of 1949). 

а - * е a a * 


(c) (1) The amount to which a local educational agency is entitled under this 
section for anv fiscal year ending prior to July 1, [1956] 1957, shall be an amount 
equal to (A) the local contribution rate (determined under subsection (d)) multi- 
plied by (B) the sum of the number of children determined under subsection (a) 
and one-half of the number determined under subsection (b), minus 3 per centum 
of the difference between such sum and the total number of children who were in 
average daily attendance at the schools of such agency, and for whom such 
agency provided free public education, during the preceding fiscal year; except 
that no local educational agency shall be entitled to any payment under this 
section for any fiscal year unless the sum of the number of children determined 
under subsection (a) and one-half of the number of children determined under 
subsection (b) is ten or more. Notwithstanding the foregoing provisions of this 
paragraph, whenever and to the extent that, in his judgment, exceptional cir- 
cumstances exist which make such action necessary to avoid inequity and avoid 
defeating the purposes of this Act, the Commissioner may waive or reduce the 
3 per centum deduction, or the requirement of ten or more children, contained 
in this paragraph, or both. 

(2) If— 

(A) the amount computed under paragraph (1) for a local educational 
agency for any fiscal year ending prior to July 1, [1956] 1957, together 
with the funds available to such agency from State, local, and other Federal 
sources (including funds available under section 4 of this Act) is, in the 
judgment of the Commissioner, less than the amount necessary to enable 
such agency to provide a level of education equivalent to that maintained 
in the school districts of the State which, in the judgment of the Commissioner, 
are generally comparable to the school district of such agency; 

(B) such agenev is, in the judgment of the Commissioner, making a 
reasonable tax effort and exercising due diligence in availing itself of State 
and other financial assistance; 

(C) not less than 50 per centum of the total number of children who were 
in average daily attendance at the schools of such agency, and for whom such 
agency provided free public education, during the preceding fiscal year resided 
on Federal property; and 

(D) effective for the fiscal year beginning July 1, 1955, and the succeeding 
fiscal year, the eligibility of such agency under State law for State sid with 
respect to the free public education of children residing on Federal property, 
and the amount of such aid, is determined on a basis no less favorable to such 
agency than the basis used in determining the eligibility of local educational 
agencies for State aid, and the amount thereof, with respect to the free public 
education of other children in the State, 

the Commissioner may increase the amount computed under paragraph (1) to 
the extent necessary to enable such agency to provide a level of education equiva- 
lent to that maintained in such comparable school districts; except thet this 
paragraph shall in no case operate to increase the amount computed for any fiscal 
year under paragraph (1) for a local educational agency above the amount deter- 
mined by the Commissioner to be the-cost per pupil of providing a level of edu- 
cation equivalent to that maintained in such comparable school districts, multi- 
plied by the number of children who were in average daily attendance at the 
schools of such agency, and for whom such agency provided free public education, 
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during the preceding year and who resided on Federal property during such pre- 
ceding year, minus the amount of State aid which the Commissioner determines 
to be available with respect to such children for the year for which the computa- 
: tion is being made, 
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Sec. 4. (a) If the Commissioner determines for anv fiscal vear ending prior 
to July 1, [1956] 1957,— 

(1) that, as a direct result of activities of the United States (carried on 
either directly or through a contractor), an increase in the number of children 
in average daily attendance at the schools of any local educational agency 

; has occurred in such fiscal year, which increase so resulting from activities of 

E the United States is equal to [at least 5 per centum of the number of all 
children in average daily attendance at the schools of such agency during 
the preceding fiscal year;] at least 5 per centum of the difference between the 
number of children in average daily attendance at the schools of such agency 
during the preceding fiscal year and the number of such children whose attend- 
ance during such year resulted from activilies of the United States (including 
children who resided on Federal property or with a parent employed on Federal 
property); and 

(2) that such activities of the United States have placed on such agency 
a substantial and continuing financial burden; and 

(3) that such agency is making a reasonable tax effort and is exercising 
due diligence in availing itself of State and other financial assistance but is 
unable to secure sufficient funds to meet the increased educational costs 
involved, 

then such agency shall be entitled to receive for such fiscal year an amount equal 
to the product of 

(A) the number of children which the Commissioner determines to be the 
increase, so resulting from activities of the United States, in such year in 
average daily attendance; and 

(B) the amount which the Commissioner determines to be the current 
expenditures per child necessary to provide free public education to such 
additional children during such year, minus the amount which the Com- 
missioner determines to be available from State, local, and Federal sources 
for such purpose (not counting as available for such purpose either payments 
under section 2 of this Act or funds from local sources necessary to provide 
free public education to other children). 

For the next fiscal vear (except where the determination under the preceding 
sentence has been made with respect to the fiscal year ending June 30, [1956] 
1957, such agency shall be entitled to receive 50 per centum of such product, but 
not to exceed for such year the amount which the Commissioner determines to 
be necessary to enable such agency, with the State, local, and other Federal funds 
available to it for such purpose, to provide a level of education equivalent to that 
maintained in the school districts in such State which in his judgment are gen- 






































erally comparable to the school district of such agency. The determinations 
whether an increase has occurred for purposes of clause (1) hereof and whether 
such increase meets the 5 per centum requirement contained in such clause, for a 





any fiscal year, shall be made on the basis of estimates by the Commissioner made 
prior to the close of such year, except that an underestimate made by the Com- 
missioner pursuant to the foregoing provisions of this sentence shall not operate 
to deprive an agency of its entitlement to any payments under this section to 

A which it would be entitled had the estimate been accurate. The determination 

e under clause (B) shall be made by the Commissioner after considering the current 
expenditures per child in providing free public education in those school districts 
in the State which, in the judgment of the Commissioner, are generally comparable 
to the school district of the local educational agency for which the computation 
is being made. 
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(d) No appropriation to any department or agency of the United States, other 
than an appropriation to carry out this Act, shall be available during the period 
beginning July 1, 1953, and ending June 30, [1956] 1957, for the employment of 
teaching personnel for the provision of free public education for children in any 
State or for payments to any local educational agency (directly or through the 
State educational agency) for free public education for children, except that 
nothing in the foregoing provisions of this subsection shall affect the availability 
of appropriations for the maintenance and operation of school facilities (1) on 
Federal property under the control of the Atomic Energy Commission or (2) by 
the Bureau of Indian Affairs. 

* i * * . а е 


ELECTION TO RECEIVE CERTAIN PATMENTS WITH RESPECT TO THE EDUCATION 
OF INDIAN CHILDREN 


Sec. 10. (a) The Governor of any State may elect to have the provisions of 
this section apply with respect to such State for the fiscal year ending June 30, 
1955, or [the succeeding fiscal year] either of the two succeeding fiscal years. 
Notice of such an election shall be filed with the Secretary of the Interior and with 
the Commissioner of Education [(1) before January 1, 1954, in the case of an 
election for the fiscal year ending June 30, 1955, and (2) before January 1, 1955, 
in the case of an election for the fiscal year ending June 30, 1956] before January 1 
of the calendar year in which the fiscal year in question begins. 


PUBLIC LAW 732, 83D CONGRESS 


AN ACT To postpone the effective date of the 3 per centum “absorption” requirement .n Public Law 874, 
Eighty-first Congress, for one year 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That notwithstanding the provisions of section 
3 (c) (1) of Public Law 874, 81st Congress, as amended, the amounts payable to a 
local educational agency for the fiscal year ending June 30, 1955, and the succeeding 
fiscal year with respect to the number of children determined under subsection 
(a) or (b) of section 3 thereof shall be computed on the same basis as was used 
during the fiscal year ending June 30, 1954, under subsections (a), (b), (c), and (d) 
of section 3 of said law. 

O 
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BATH CONGRESS l SENATE REPORT 
Ist Session | No. 1253 


AMENDING THE FEDERAL PROPERTY AND ADMINISTRATIVE 
SERVICES ACT OF 1949 TO MAKE TEMPORARY PROVISIONS FOR 
MAKING PAYMENTS IN LIEU OF TAXES WITH RESPECT TO CER- 
TAIN REAL PROPERTY TRANSFERRED BY THE RECONSTRUC- 
TION FINANCE CORPORATION AND ITSSUBSIDIARIES TO OTHER 
GOVERNMENT DEPARTMENTS 


JULX 29, 1955.— Ordered to be printed 


Mr. McCLeELtAn, from the Committee on Government Operations, 
submitted the following 


REPORT 


[To accompany S. 2377] 


The Committee on Government Operations, to whom was referred 
the bill (S. 2377), to amend the Federal Property and Administrative 
Services Act of 1949 to make temporary provisions for making pay- 
ments in lieu of taxes with respect to certain real property transferred 
by the Reconstruction Finance Corporation and its subsidiaries to 
other Government departments, having considered the same, report 
favorably thereon, with an amendment, and recommend that the 
bill, as amended, do pass. 

The amendment is in the nature of a substitute. 

A bill of similar import, H. R. 5605, passed the House of Repre- 
sentatives in the 83d Congress and was reported favorably by this 
committee in the closing days of the last session, too late for final 
action. 

The House Committee on Government Operations has reported a 
companion bill, H. R. 6182, which was approved by the House of 
Representatives on July 29, 1955. 

The report accompanying H. R. 6182 (H. Rept. 1453) follows: 


PURPOSE 


The purpose of the bill, H. R. 6182, is to furnish temporary relief to local com- 
munities which have suffered financially because of the removal from State and 
local tax rolls of Federal property through a transfer of title from the Reconstruc- 
tion Finance Corporation to another Government department or agency. This 
bill applies only to real property which was once held by the Reconstruction 
Finance Corporation or one of its subsidiaries, and has been transferred on or 
after January 1, 1946, from the Reconstruction Finance Corporation to any 
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Government department. If the title to such real property has been held by the 
United States continuously since such transfer, then for the period commencing 
January 1, 1955, and terminating January 1, 1959, the bill provides that the 
Government department which has custody and control of such real property 
shall make a payment in lieu of taxes to the appropriate State and local taxing 
authorities. This payment shall be in an amount equal to the amount of the real 
property tax which would have been payable on any date on which such taxes 
would have been due during the period specified if legal title to such real property 
had been held by a private citizen. 

Congress exempted the personal property of the Reconstruction Finance 
Corporation and its subsidiaries from taxation by State and local taxing authorities. 
Congress, however, specifically made the real property of the Reconstruction 
Finance Corporation and its subsidiaries subject to special assessments for local 
improvements and subject to State, Territorial, and local taxation to the same 
extent according to its value as other real property (15 U. S. C. 694j (a) (6)). 
Because of a ruling by the United States Court of Claims in 1952, and a subsequent 
ruling by the Comptroller General in the same vear, certain real properties that 
had formerly been subject to local taxation have now been rendered nontaxable 
by the local authorities. This is true whether complete legal title to real property 
has been transferred from a Government corporation to another Government 
department, or whether the Government corporation retains legal title and 
transfers custody, control, or accountability for the real property to another 
Government department. Thus, real property which has been on the State and 
local tax rolls by specific provisions of an act of Congress has been taken off such 
tax rolls by a transfer to another Government department without any break in 
the chain of title being held by the United States. In the view of vour committee 
this has resulted in the imposition of an unjustifiable financial burden upon 
communities. The nature and use of the commercial or industrial facilities 
involved has not changed. The Congress has already provided that these prop- 
erties should be taxed when they are held by and under the exclusive control of 
the Reconstruction Finance Corporation. It, therefore, appeared just and 
necessary that provisions be made, as in this bill, at least on a temporary basis, 
to make payments in lieu of taxes until a comprehensive policy with regard to 
payments in lieu of taxes shall have been enacted by the Congress. 


GENERAL STATEMENT 


As indicated above, the Congress has already recognized in creating the Recon- 
struction Finance Corporation that commercial or industrial type facilities owned 
bv that Corporation should pay taxes on real property to State and local taxing 
authorities. Such payments were continued by the executive departments even 
after custody and control of such facilities were transferred from the Reconstruc- 
tion Finance Corporation to another Government department while Reconstruc- 
tion Finance Corporation retained legal title. A ruling by the Court of Claims in 
1952 changed this situation. The effect of this ruling is described by the 
Comptroller General of the United States in a report to your committee on the 
bill, H. R. 6182, dated June 10, 1955, as follows: 

“Regulations promulgated under the 1944 act by the War Assets Administrator 
and his successor, the Administrator, General Services Administration, adopted 
the policy of permitting legal title to remain in the Government Corporation 
when such property was declared surplus to the needs of the Government and 
was transferred to another Government agency. This policy was brought to 
the attention of Congress in connection with H. R. 1215, 82d Congress, which 
was enacted as Public Law 210, approved October 25, 1951. As passed by the 
House, H. R. 1215 contained a provision (title ITI) which would have authorized 
the transfer of certain defense plants to the Air Force. "The provision was elimi- 
nated by the Senate based upon a desire to keep such plants on the taxrolls. 
(See S. Rept. No. 924, 82d Cong., Ist sess., and House Congressional Record for 
Oct. 16, 1951, p. 13576.) Under the above administrative procedure, payments 
in lieu of taxes were continued to local taxing authorities until the property was 
finally conveyed to private parties. It appears that this practice was continued 
until the General Services Administration took cognizance of the rule announced 
in the case of Board of County Commissioners of Sedgwick County v. United States 
(123 C. Cis. 304). The Court there held that the cloak of immunity from local 
taxes descended on property declared surplus under the Surplus Property Act 
of 1944 upon its acceptance by the War Assets Administration and that no tax 
liability could arise thereafter even though the bare legal title was retained by 
the Corporation. The rule announced by the Court was based upon the theory 
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that, unless the Government specifically consents to waive its tax immunity 
from local taxation, its property cannot be taxed. The same principle was 
announced in our decision of October 6, 1952 (32 Comp. Gen. 164), wherein it 
was held that payment of taxes by a transferee agency is unauthorized after 
property is declared excess under the Federal Property and Administrative 
Services Act of 1949, as amended, and transferred to a Government ageney not 
specifically authorized to pay taxes thereon. In view of the principles set forth 
in the Sedgwick case and 32 Comptroller General 164, once real property of a 
Government Corporation is transferred to the control of another Federal agency 
which is not authorized to pay taxes on realty, there is no authority under current 
law to pay taxes or make payments in lieu thereof except as provided in section 
210 (a) (9) of the Federal Property and Administrative Services Act of 1949.” 

Your committee has considered along with H. R. 6182, identical bills, H. R. 
7184, H. R. 7191, H. R. 7291, as well as a related bill, H. R. 1781. There has 
also been referred to your committee for consideration the Report of the Com- 
mission on Intergovernmental Relations and the report of its Study Committee 
on Payments in Lieu of Taxes and Shared Revenues. Both of these reports 
recommend the adoption of a broad system of payments in lieu of property taxes 
to State and local governments. The Commission on Intergovernmental Rela- 
tions states: 

“The most important class of properties on which such payments should be 
made is commercial or industrial properties. Special assessment payments and 
transitional payments in lieu of taxes should be made in certain cases (Report of 
the Commission on Intergovernmental Relations, p. 108)." 

It sbould be noted in this connection that H. R. 6182 does not eo as far as the 
Commission recommends in that section 702 (d) does not authorize payments in 
lieu of special assessments but limits pavments to real propertv taxes as such. 
Recommendation 3-a of the Study Committee on Payments in Lieu of Taxes and 
Shared Revenues is: 

“The Federal Government should make payments in lieu of property taxes on 
the following categories of properties, other than those enumerated under Recom- 
mendations 1 and 2: 

“(a) Commercial and industrial properties, including properties employed by 
private contractors or subcontractors in the performance of contracts with the 
Federal Government, title to which has passed to the Federal Government pur- 
suant to any partial or advance payment contract clause (Report of the Study 
Committee, Payments in Lieu of Taxes and Shared Revenues, p. 59)." 

Provisions of H. R. 6182 are, therefore, in accord with the recommendations 
of the Commission on Intergovernmental Relations and its study committee. 
More important, they are in accord with what vour committee believes to be 
the necessities of the situation. Certain commercial or industrial-tvpe properties 
have been on the State and local tax rolls as provided by an act of Congress. Ву 
the accident of transfer from the Reconstruction Finance Corporation to another 
Government department thev have been removed from such tax rolls with an 
adverse effect upon local financial structures which is unjustifiable. Local gov- 
ernments have committed themselves to, and have made subsequent expenditures 
in many instances for local government services on the basis of tax revenues 
derived from real property taxes, including property formerly owned by the 
Reconstruction Finance Corporation. The removal of these properties from the 
real property tax rolls has undoubtedly created a real hardship in these communi- 
ties. 

Your committee held hearings on H. R. 6182, and the related measures listed 
above on July 13 and 14, 1955. Testimony was received from various Members 
of Congress, local government officials, and representatives of a number of 
Federal agencies. All those testifying agreed that a hardhsip had been caused 
to the local communities through no fault of their own. The witnesses also 
agreed that pavments in lieu of taxes on the properties in question are à proper 
remedy for the situation in which the Federal Government has placed these 
communities. Members of Congress and representatives of the local communities 
urged immediate action in the form of passage of H. R. 6182. Representatives 
of the Federal agencies agree that some system of payments in lieu of taxes is 
justified, particularly in the case of the properties covered by H. R. 6182. How- 
ever, the agencies from the executive branch took the position that perhaps 
action on H. R. 6182 should be deferred pending a study which might lead to a 
more comprehensive system of payments in lieu of taxes. 

The representative from the General Accounting Office was satisfied that the 
bill, H. R. 6182, met the technical objections which had arisen in their minds and 
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concluded that in view of the fact that the Report of the Commission on Inter- 
governmental Relations had already been submitted, the Comptroller General 
considered it a matter of policy for the Congress to decide whether payments in 
lieu of taxes should be made on these properties; hitherto, the Comptroller General 
had recommended awaiting the Report of the Commission on Intergovernmental 
Relations. 

Your committee recommends enactment of H. R. 6182 notwithstanding the 
fact that the executive agencies suggest a further delay, pending the results of a 
more comprehensive study. Your committee's viewpoint is based on the follow- 
ing facts: 

l. Testimony before the committee as well as the Report of the Commis- 
sion on Intergovernmental Relations indicate the need for paymenta in lieu 
of taxes to alleviate the hardship caused to the communities in which are 
located the commercial or industrial type facilities formerly owned by the 
Reconstruction Finance Corporation. 

2. The enactment of H. R. 6182 will alleviate these hardship situations 
It will also provide actual experience which should be of great value in sub- 
sequently evolving a more comprehensive policy for payments in lieu of 
taxes by the Federal Government. 

3. The executive agencies have equivocated in their position on this type 
of legislation. Only last year the бесом of the Budget and the Treasurv 
Department did not oppose this tvpe of legislation as a stopgap or temporarv 
solution to the problem. 

This year the departments and agencies first took the position that enactment of 
such legislation should await the reports of the Commission on Intergovernmental 
Relations. "The latest position of the executive departments and agencies is that 
the Congress should now await their study of the Commission's report before 
enacting legislation. Your committee feels that there should be no further delay 
in the enactment of temporary legislation such as that proposed in H. R. 6182. 
There is no way of telling how long the executive study of the Commission’s 
study may take. In the meantime the enactment of H. R. 6182 will remedy a 
limited, existing situation and provide information for the study contemplated 
by the executive department. There follows a list of properties tentatively iden- 
tified as subject to payments under H. R. 6182. Some additional properties 
may be subject to the provisions of H. R. 6182 which have not been identified 
as of this date by the executive agencies. This list was prepared by the Bureau 
of the Budget in cooperation with the Department of Defense and General 
Services Administration. 
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List of properties subject to payments in lieu of taxes under the provisions of H, R. 6182 


A. PROPERTIES ON WHICH PAYMENTS WOULD BE MADE IF THE LEGISLATION 
WERE ENACTED 


| 
| Annual tax 
payments 
Property Reporting agency at time of 
transfer to 
agency 


California: | 
AF Plant No. 14 (Lockheed), Burbank | Department of Defense— Air Force 
PI. 236. 
Columbia Steel, Pittsburg... а ..| Department of Defense— Army... 
PI. 516 | 
Riverbank Ordnance Plant, Riverbank .do 
РІ. 226-4 4. | 
Douglas Aircraft Co., El Segundo ! | General Services Administretion— | 
Pl. 890 | РВА І 
Permanente Metals Corp., Manteca_..............- | General Services Administration— 
PI. 707. | FWA. 
Robr Aircraft, Chula Vista.......... | General Services Administration.. 
PI. 993 | 
Connecticut: 
Naval Industrial Reserve Aircraft (United | Department of Defense—Navy... 
Aircraft), Southington 
PI. 612 
New England Lime Co., Canaan " с General Services Administration— 
PI. 547. l FWA 
Illinois | 
AF Plant No. 39 (Chrysler-Dodge), Chicago | Department of Defense—Air 
PI. 792 Force 
Chicago Ordnance Plant, Chicago... ..-...| Department of Defense—A rmy.... 
PI. 91 | 
Chicago Vitreous Enamel Co., Chicago ? ...| Department of Defense—Navy.. 
ГІ. 631 
Indiana 
American Steel & Foundry, East Chicago .... T Department of Defense—Army.. 
PI. 269 
Allison Division, General Motors, AF 
apolis 
PI. SAS-A 


1/01 


ta LM EA 

Beaird Co.!? 
PI. 2190 

Maryland 

Revere Copper & Brass Co., Halethorpe............ teneral Services Administratior 
P'. 1778 


Massachusetts: 


AF Plant No. 28 (GE), Everett Department of Defense—Ai 


І 
PI. 46 

AF Plant No. 29 (GE), West Lynn 

PI. 864 : 
Naval Industria] Reserve Gear Plant (GE), Lynt Department of Defense—Navy 
^l 153-G. 


Aluminum & Brass, Bridgeport Brass, Adria partment of Defense—Air 
Pl, 324 Force 
Continental Motors, Muskegon tment of Defense— Army... 
PI. 166-M І 
Dow Chemical Co., Bay City General Services Administration— | 
Pl. 98 FWA 
Minnesota | 
Engineering Research Associates (Northwestern | Department of Defense—Navy-.--! 
Aeronautical), St. Paul 
PI. 1931, | | 
Missouri | 
Scullin Steel Co., 8t. Louis | Department of Defense—Army.... 
PI. 1672 | l 
Naval Industrial Reserve Aircraft Plant (MeDon- Department of Defense—Navy.... 
nell), St. Louis. 
Pl. 17A 
Montana 
Anaconda Copper Mining Co., Columbus........... General Services Administration. 
PI. 133 
Anaconda Copper Mining Co., Columbus 
PI. 587. І 
Domestic Manganese & Development Co., Butte....| 
PI. 1804 


1 


Nevada: 
Basic Magnesium, Inc., Henderson ? 
PI. 201. 


See footnotes at end of table, p. 7, 








: 
: 
3 
; 
$ 
- 
i 
і 





6 PROVISIONS FOR MAKING PAYMENTS IN LIEU OF TAXES 


List of properties subject to payments in lieu of taxes under the provisions of 


H. R. 6182—Continued 


A. PROPERTIES ON WHICH PAYMENTS WOULD BE MADE IF THE LEGISLATION 


WERE ENACTED—Oontinued 








Property Reporting agency 
New Jersey: | 
ME x Ordnance Plant, Burlington............. | Department of Defense—Army.... 
PI. 226-A3. 
Naval Industrial Reserve Aircraft Plant (Bendix), | Department of Defense—Navy 
Teterboro, 
P1. 132 and 8. 
New York: 
Air Force PlantjNo. 18 (Curtiss- Wright) Kenmore...| Department of Defense— Air Force 
PI. 746. 
Air Force Plant No. 40 (General Motors), Tona- | S 
wanda. | 
PI. 155. | 
General Electric, 7орпзоп СІЁў.................--..--- ыа сонна ван 
Р]. 821. | 
Genera] Electric Co. fSchenectady *................. | General Services Administration. 
Merganthaler Linotype Co., Brooklyn 5............ |.....do 
PI. 472. | 
Aluminum Company of America, Maspeth, Long | Department of Defense— Navy... 
Island. 


Pl. 226-A1, * | 
Amco Magnesium Co., Wingdale.......... Е — General Services Administration— 





PI. 546, FWA, 
сана Aireraft Corp. Valley Stream, Long | General Services Administration. 
sland, 
PI. 1266. 
Utica Drop Forge & Tool Co., СИса..............- M асва ыа ыс 
PI. 2386. | 
NIRAP (Symington-Gould), Rochester............. Department of Defense—Navy.. 
PI. 901, | 
Ohio: | 
Air Force Plant No. 36 (Wright Aero.), Lockland.../ Departmentof Defense— Air Force. 
PI. 10, | 
Air Force Plant No. 41 (Champion Forge), Cleve- |.....d0............................- 
land. l 
PI. 145. | 
Ohio Steel Foundry, Lima.................... .-....| Department of Defense— Army.... 
PI. 875. І 
Naval Industrial Reserve Plant (Lustron), Co- | Department of Defense—Navy..-- 
lumbus. | 
PI. 18. 
Diamond Magnesium Corp., РаіпезуйІе...........- | General Services Adininistration— 
Pl. 244, FWA. 
Magnesium Reduction Co., Luckey............. n a ea a ROME 
PI. 669. 
National Carbide, Ashtabula.......................- | General Services Administration. 
PI. 1166 
Clifton Products,!! Painesville....................... lees lee cse eunti iid aia accu 
P1. 1716, 1911. І 
Oregon 
Portland Disposal Center No. 1, Troutdale *.......-- Department of Defense—Army.... 
LSR-563. 
Pennsylvania: 
Continental Foundry, Coraopolis..................-- асаб 
PI. 294-00. 
Naval Industrial Reserve Ordnance Plant (Bethle- ) Department of Defense—Navv.... 
hem-Lebanon Co.), Lebanon. 
PI. 400. 
Aluminum Forgings, Inc., Erie...................... General Services Administration. . 
PI. 1395. 
Benjamin Franklin Graphite Co., Chester Springs...|.....d0.........-....--+.-----+-+---- 
PI. 1254. 
United Engineering & Foundry, New Castle. .......|...-.d0.......-----------+----0--+-- 
P1. 765. 
МЕ n а Teil ана ас іанаыасе Department of Defense—Navy.... 
PI, 181. 
'Texas: 
ПИ ТЕЛ Ое, ЗОНИ €. apescananeorianansentin Department of Defense—Army... 
Pl. 143 


Naval Industrial Reserve Aircraft Plant (Globe | Department of Defense—Navy...- 


Aircraft), Saginaw. 


P1. 898. : i 
Dow Magnesium Corp., Velasco..................... General Services Administration— 
PI, 243. FWA. 


See footnotes at end of table, p. 7. 


| 





Annual tax 
payments 
at time of 
transfer to 
agency 


$77, 000 


3, 002 


49, 965 


30, 000 
50, 020 


150, 245 


36, 410 
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41, 438 


27, 241 


7, 462 


16, 416 
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19, 996 
1,178 
110, 008 


83, 767 


2, 854 


2,473 


123, 000 
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List of properties subject to payments in lieu of taxes under the provisions of 
H. R. 6182—Continued 


A. PROPERTIES ON WHICH PAYMENTS WOULD BE MADE IF THE LEGISLATION 
WERE ENACTED—Continued 


Annual tax 
payments 
Property Reporting agency at time of 
transfer to 
agency 


Washington: 
AF Plant No. 17 (Boeing), Seattle Department of  Defense—Air NIL 
PI. 1577. Force, 
Бас, База. «ыа . І $178, 22 
PI. 156, 
Wilkeson Products Co., Tacoma.................... | Department of Defense—Army.... 69 
PI. 602. | 
Bonneville Power Adrinistration, Electro-Metal. | General Services Administration 
lurgical Co. powerlines, Spokane. | 
P1. 1008. | 
Electro- Metallurgical Co., Spokane._..............- -| 
Pl. 571. 
Pacific Car & Foundry Co., Renton 
PI. 303, 
Wisconsin | | 
AC Spark Plug, A. O. Smith, Milwaukee | Department of  Defense—Air 
PI. 220 | Force. | 


l 





B. PROPERTIES ON WHICH THE LESSEE IS NOW MAKING PAYMENTS 
Alabama: 


Republic Steel Corp., Gadsden General Services Administration.. (7) 
PI. 269. | 





Illinois 
Eversharp, Inc., Chicago 
Рі, 1372. 
Granite City Steel Co., Granite City 
PI. 312 
Louisiana 
Mathieson Alkali Works, Lake Charles 
PI. 264. 
Massachusetts: 
W yman-Gordon, Grafton 8 | Department of Defense—Air 
PI. 2304. | Force. 
Michigan: 
General Motors Corp., Saginaw | General Services Administration.. 
PI. 446 | 
Nevada 
Basic Magnesium, Inc., Gabbs Townsite 
PI. 201-H. 
New York: 
National Lead Co. (Railroad), Tahawus PON, 34, 937 
PI. 1246 
Genera! Electric, Syracuse 4 29, 111 
PI. 788. 
North Carolina: 
Firestone Tire & Rubber Co., Burlington 5 с) 
PI. 506/506a. 





Ohio: 
American Rolling Mill, Hamilton | | e 
P1. 759. 





| 
Republie Steel Co., Warren and Youngstown.......| () 
PI. 259 W. & Y. 
Waco Aircraft Co., Troy o 
PI. 398. 





1 Used for office space, possibly exempt under sec. 705 (b). 

? Used for Marine Corps Reserve training center. 

3May be exempt under sec. 705 (b) (3). 

* Lease in effect requires lessee to make payments in lieu of taxes if required by act of Congress. 

+ To be used for office space, possibly exempt under sec. 705 (b). 

* Used as shipyard. 

? Not available. 

* Sold to Army engineers for concrete soils laboratory. 

* Used for Organized Reserve. 

1* Used for Organized Reserve. 

u Title still in RFC; declared surplus July 11, 1947. 

u Title is still in RFC, which is to declare plant excess for transfer to the Air Force. Under a special 
contractual arrangement, the local taxes are paid by the Air Force contractor. The Air Force points out 
that 99 percent of the output of the plant is sold to the Air Force, and that the price paid by the Air Force 
includes an amount to cover such taxes. 

13 Leased by GSA to the New Process Gear Со. The lease, which expires Jan. 31, 1956, provides for 
payment of local taxes by the lessee. The property was transferred from RFO on Mar. 27. 1950, 

M Taxes paid in 1954 on Government-owned property. 
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COST OF PROPOSED LEGISLATION 


The Bureau of the Budget, in a letter of July 22, 1955, furnishes the following 
estimate of eost to the Federal Government if H. R. 6182 is enacted: 

“Until the additional information is furnished by the Department of Defense 
we are unable to estimate the cost of H. R. 6182. At present, we have identified 
3 properties transferred between January 1, 1946, and June 22, 1948, on which 
tax payments of about $129,000 were made, and 2 properties for which no infor- 
mation on tax payments is available. Since these figures must be added to the 
estimate of $3 million for payments on properties transferred after June 22, 1948, 
our information at present indicates that H. R. 6182 would cost somewhat more 
than $3 million a year. It is quite possible that the Department of Defense will 
discover a considerable number of properties which they now own were trans- 
ferred in the period, and that the additional cost of H. R. 6182 would be pro- 
portionately greater.” 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


FEDERAL PROPERTY AND ADMINISTRATIVE SERVICES ACT OF 1949 
SHORT TITLE 


That this Act may be cited as the “Federal Property and Administrative 
Services Act of 1949.” 
TABLE OF CONTENTS 
. > . - - Ка Ка 
TITLE VI—GENERAL PROVISIONS 


Sec. 605. Effective date. 


TITLE VII—PROPERTY TRANSFERRED FROM THE RECONSTRUCTION FINANCE CORPORATION 


Sec. 701. Declaration of policy. 

Sec. 702. Definitions. 

Sec. 708. Properiy transferred by the Reconstruction Finance Corporation. 
Sec. 704. Limitations. 

Sec. 705. Effective date. 


. . . . . ~ . 
Sec. 3. As used in titles I through VI of this Act— 
ж ^ ж ж ж ж в 


"TITLE VII—PROPERTY TRANSFERRED FROM THE 
RECONSTRUCTION FINANCE CORPORATION 


"DECLARATION OF POLICY 


USrc, 701. The Congress recognizes that the transfer of real property having a 
taxable status from the Reconstruction Finance Corporation or any of its subsidiaries 
to another Government department has often operated to remove such property from 
the taz rolls of States and local taxing authorities, thereby creating an undue and unez- 
pected burden upon such States and local tazing authorities, and causing disruption 
of their operations. It is the purpose of this title to furnish temporary measures of 
relief for such States and local tazing authorities by providing that payments in lieu 
of taxes shall be made with respect to real property so transferred on or after January 1, 
1946. 

“DEFINITIONS 


“Src. 702. As used in this title— 

“(a) The term ‘State’ means each of the several States of the United States and the 
Territories of Alaska and Hawaii. 

“(b) The term ‘real property’ means (1) any interest in land, and (2) any improve- 
ment made thereon prior to any transfer thereof occurring on or after January 1, 1946, 
from the Reconstruction Finance Corporation to any other Government department, if 
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for the purpose of taxation such interest or improvement is characterized as real prop- 
erty under the applicable law of the State in which such land is located. 

“(e) The term ‘local taxing authority’ means any county or municipality, and any 
subdivision of any State, county, or municipality, which is authorized by law to levy 
and collect tares upon real property. 

(d) The terms ‘real property tax’ and ‘real property taxes’ do not include any 
special assessment levied upon real property after the date of a transfer of such real 
property occurring on or after January 1, 1946, from the Reconstruction Finance 
Corporation to any other Government department. 

*(e) The term ‘Government department’ means any department, agency, or instru- 
mentality of the United States, except the Reconstruction Finance Corporation. 

“(f) The term ‘transfer’ means— 

"(1) a transfer of custody and control of, or accountability for the care and 
handling of, any real property, or 
*(2) a transfer of legal title to any real property. 

"(g) The term 'Heconstruction Finance Corporation’ includes all subsidiaries of 

the Reconstruction Finance Corporation. 


“PROPERTY TRANSFERRED BY THE RECONSTRUCTION FINANCE CORPORATION 


“Src. 703. Where real prope rly has been tran sfe rred on or afie r January 1, 19 /6, 
from the Reconstruction Finance Corporation to any Government department, and the 
title to such real property has been held by the United States continuously since such 
transfer, then on each date occurring on or after January 1, 1955, and prior to Janu- 
ary 1, 1959, on which real property taxes levied by any State or local taxing authority 
with respect to any period become due, the Government department which has custody 
and control of such real property shall pay to the appropriate State and local taring 
authorities an amount equal to the amount of the real property tax which would be 
payable to each such State or local taxing authority on such date if legal title to such 
real property has been held by a private citizen on such date and during all periods 
to which such date relates. 

“LIMITATIONS 


“Sec. 704. (a) The failure of any Government department to make, or to make 
timely payment of, any payment authorized by section 703 shall not subject 


"(1) any Government department, or any person who is a subsequent pur- 
chaser of any real property from any Government department, to the payment of 
penalty or penalty interesi, or to any payment in lieu of any penally or penalty 
interest; or 

(2) any real estate or other property or property right to any lien, attachment, 
foreclosure, garnishment, or other legal proceeding 

€(b) No payment shall be made under section 703 with respect to any real property 
of any of the following categories: 

(1) Real property taxable by any State or local taxing authority under any 
provision of law, or with respect to which any payment in lieu of taxes is payable 
under any other provision of law. 

*(2) Real property used or held primarily for any purpose for which real 
property owned by any private citizen would be exempt from real property tax 
under the constitution or laws of the State in which the property is situated. 

"(3) Real property used or held primarily for the rendition of service to or on 
behalf of the local public, including (but not limited to) the following categories 
of real property: courthouses; post offices and other property used for purposes 
incidental to postal operations; and federally owned airports maintained and 
operated by the Civil Aeronautics Administration. 

“(4) Office buildings and facilities which are an integral part of, or are used 
for purposes incidental to the use made of, any properties described in paragraph 
(1), (2), or (3) of this subsection. 

*(c) Nothing contained in this title shall establish any liability of any Government 
depariment for the payment of any payment in lieu of taxes with respect to any real 
property for any period before January 1, 1955, or after December 31, 1958. 


"EFFECTIVE DATE 


“Sec. 705. This title shall take effect as of January 1, 1955." 


O 
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Mr. Byrp, from the Committee on Finance, submitted the following 






REPORT 


[To accompany H. R. 257] 







The Committee on Finance, to whom was referred the bill (H. R. 
257) to amend section 112 (n) (8) of the Internal Revenue Code of 
1959 to provide that in certain cases of a sale or exchange of a tax- 
paver's residence, certain periods of limitation shall not run against 
the taxpayer while he is on extended active duty in the Armed Forces, 
having considered the same, report favorably thereon with amend- 
ments and recommend that the bill do pass. 












SECTION 1 








Section 1 of the bill removes an unintentional discrimination 
against those in the Armed Forces of the United States who sold or 
exchanged their residences prior to January 1, 1954. For such persons, 
but not for those who have sold such residences since that time, the 
suspension of the time restrictions for replacing of the residences 
without tax consequences ended as of December 31, 1953. This bill 
provides that the replacement period under the 1939 code, as is 
presently provided under the 1954 code, is to be available to those on 
active duty with the Armed Forces during a period when an induction 
law is in effect but not more than 4 years. 












REASONS FOR SECTION 1 









Under both the 1939 code and the 1954 code, the recognition of 
capital gain on the sale of a taxpayer’s principal residence is postponed 
in most cases, provided the proceeds of the sale are used to acquire a 
new residence within 1 year or to construct a residence within 18 
months. In the case of qualifying sales the basis of the old residence 
is carried over to the new residence. 
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In the case of members of the Armed Forces both the 1939 and 1954 
codes (sec. 112 (n) (8) of the 1939 code and sec. 1034 (h) of the 1954 
'ode) provide that the replacement period will not if the taxpayer or 
his spouse is on extended active duty after the sale of the old residence. 
However, in no case is the replacement period postponed for more 
than 4 years after the date of sale of the old residence. 

The 1939 code, however, suspended the running of this replacement 
period only until January 1, 1954. "The 1954 code, in view of the 
continuance of the draft and the recall of Reserves to active duty, 
removed this January 1, 1954, date altogether and provided instead 
for the postponement of the running of the replacement period during 
any period in which individuals are liable for induction into the Armed 
Forces. The requirement that the period of suspension is not extended 
beyond 4 vears from the date of sale of the old residence is retained. 

The nonrecognition of gain under section 1034 (a) of the 1954 code 
applies only to sales of residences after December 31, 1953. But the 
1939 code continues to apply to cases where the sale of a residence 
occurred prior to January 1, 1954, and for such cases the January 1, 
1954, cutoff date continues to apply. As a result those who, while on 
extended active duty, sold their residences prior to January 1, 1954, 
are denied the privilege of postponing the running of the replacement 
period beyond December 31, 1953, while those who sold their residences 
after December 31, 1953, may postpone the running of this period 
for as much as 4 years if they remain on active duty that long. 


SECTION 2 


Section 2 of the bill adds a new section to the 1954 code which is 
complementary to section 1341 of the 1954 code. 

Section 1341 deals with the situation where a taxpayer mistakenly 
includes an item in his gross income of a prior year(s), and in a later 
vear is required to restore the money or property which gave rise to 
the item of income in the prior vear. Where the restored item amounts 
to $3,000, or more, section 1341 allows the taxpayer the option of: 
(1) deducting the restored amount in the tax year it is restored to a 
third party; or (2) computing the tax for the restoration year without 
deducting the amount restored, and then lowering the tax of the 
taxable (restoration) year by the amount of decrease in tax caused by 
excluding the restored item(s) from the income of the earlier year(s) 
in which reported. 

The proposed bill would give a similar option to a taxpayer who, 
mistakenly thinking a third party had a claim of right to money or 
property, takes a deduction for the item(s) in an earlier year(s). In 
the tax year taxpayer recovers the item(s) previously deducted. 

Where the recovered item amounts to $3,000, or more, the proposed 
bill would allow the taxpayer, in computing the tax for the tax year 
(recovery year), the option of: (1) including the recovered item in 
the income of the tax year; or (2) excluding the amount from the 
tax year’s income and adding the amount of tax caused by putting 
the item(s) back in the prior year(s). 

However, section 2 1s limited to situations where an item was 
deducted from gross income for a prior taxable year (or years) because 
it appeared that another person held an unrestricted right to such 
item as a result of a court decision in a patent infringement case 
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suit (whether or not the taxpayer is a party to such suit) which court 
decision was later reversed on the ground that such decision was 
induced by fraud or undue influence. Interest will be computed on 
the increase in tax resulting solely from the elimination of such item 
as a deduction for the prior taxable year. ‘This section applies with 
respect to taxable years after December 31, 1954. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing Rules 
of the Senate, changes in existing law made by the bill are shown as 
follows (existing law proposed to be omitted is enclosed in black 
brackets; new matter is printed in italics; existing law in which no 
change is proposed is shown in roman): 


Secrion 112 (mn) or THE INTERNAL REVENUE Cope oF 1939 


(n) Garn FroM SALE OR EXCHANGE OF RESIDENCE.— 

(1) NONRECOGNITION OF GAIN.— If property (hereinafter in this subsection 
called ''old residence'') used bv the taxpaver as his principal residence is sold 
bv him and within a period beginning one vear prior to the date of such sale 
and ending one year after such date, property (hereinafter in this subsection 
called “new residence”) is purchased and used by the taxpayer as his prin- 
cipal residence, gain (if any) from such sale shall be recognized only to the 
extent that the taxpayer’s selling price of the old residence exceeds the tax- 
paver's cost of purchasing the new residence. 

* ^ * * * * ж 

(8) MEMBERS OF ARMED Forces.— The running of any period of time speci- 
fied in paragraph (1) or (2) (other than the one year referred to in paragraph 
(2) (F)) of this subsection shall be suspended during any time that the tax- 
paver (or his spouse if the old residence and the new residence are each used 
by the taxpayer and his spouse as their principal residence) serves on extended 
active duty with the Armed Forces of the United States after the date of the 
sale of the old residence and [before January 1, 1954, except that any such 
period] during an induction period (as defined in section 112 (c) (5) of the In- 
ternal Revenue Code of 1954), except ‘hat any such period of time as so suspended 
shall not extend beyond the date four years after the date of the sale of the 
old residence. For the purpose of this paragraph, the term *'extended active 
duty" means any period of active duty pursuant to a call or order to such 
duty for a period in excess of ninety days or for an indefinite period. 


O 
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AMENDING SECTION 1233 OF THE INTERNAL REVENUE 
CODE OF 1954 


JuLnx 29, 1955.—0Ordered to be printed 


Мг. Вүвр, from the Committee on Finance, submitted the following 


REPORT 


To accompany H. R. 6263) 


The Committee on Finance, to whom was referred the bill (H. R. 
6263) to amend section 1233 of the Internal Revenue Code of 1954, 
having considered the same, report favorably thereon with amend- 
ments and recommend that the bill do pass. 


FIRST SECTION 


The first section of the bill amends section 1233 of the Internal 
Revenue Code of 1954 relating to gains and losses from short sales. 
It provides a special rule for the application of the new holding-period 
rule in section 1233 (b) (2) for certain “substantially identical prop- 
erty" in cases where the taxpayer has made what have been held to be 
short sales in connection with arbitrage operations in securities. This 
section will apply only to taxable years ending after the date of enact- 
ment of this bill and only to sales after that date. 


PROBLEMS DEALT WITH BY FIRST SECTION 


In the Revenue Act of 1950 Congress enacted a special provision 
relating to short sales to prevent the artificial conversion of short- 
term gains (taxed as ordinary income) into long-term gains (subject 
to a maximum rate of 25 percent) and long-term losses into short- 
term losses. Prior to the enactment of this provision, it was possible 
for an investor in stocks to realize a capital gain in less than 6 months 
and to obtain long-term capital gain tax treatment on it by making a 
short sale, assuring his gain on his original investment, and then defer 
closing out the short sale until the original stock had been held more 
than 6 months. Also, prior to the 1950 act substantially identical 
property could be acquired after a short sale and used to close the 
sale with little or no realized gain resulting. Meanwhile, substantially 
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similar property, with a potential gain, acquired before the short 
sale could be retained with no tax effect even though the taxpayer 
was not at risk in the market from the time of the short sale until the 
time of acquiring the stock used to close the sale. 

To prevent this type of abuse the Revenue Act of 1950 provided two 
rules intended to cover the situation where on the date of a short sale 
the taxpayer had held substantially identical property for not more 
than 6 months or where such property was acquired after the short 
sale but before it was closed. First, any gain from the closing of this 
short sale was considered as a short-term gain (sec. 1233 (b) (1) of the 
1954 code). Second, the holding period of substantially identical 
property (with certain exceptions) was considered as starting on the 
date of the closing of the short sale (sec. 1233 (b) (2) of the 1954 code). 
Where the substantially identical property held exceeded the amount 
sold short, the special rule relating to the holding period of the sub- 
stantially identical property applied in the order of the dates of 
acquisition. 

This section is intended to restrict the application of the rule 
relating to the holding period of the buena identical property 
where the sale is made in arbitrage operations in securities. Revenue 
Ruling 154 (1953-2 C. B. 173) of the Internal Revenue Service both 
gives an example of these arbitrage operations and indicates the 
Service considers them to be short sales. "The ruling is as follows: 

Certain bonds traded in on the New York Stock Exchange are convertible, at 
the option of the holder, into common stock of the issuing corporation. The 
market price of the bonds tends to fluctuate in direct relation to the market 
price of the stock. At times, however, there is a slight difference in the relative 
market prices of the bonds and stock. When the price of the bonds is down, in 
relation to the price of the stock, members of the exchange buy the bonds at the 
market price and as nearly simultaneously as possible sell the stock into which 
the bonds are convertible. The bonds purchased are then converted and the 
stock so received is used to close the sale. These transactions are known as 
arbitrage operations. Held, sales of stock in the manner described constitute 
short sales within the purview of section 117 (1) of the Internal Revenue Code. 


By holding these sales to be short sales the second rule described 
above is made applicable. Thus, under present law, if the taxpayer 
acquires securities for investment purposes and during the holding 
of such securities makes short sales of other but substantially identical 
securities in arbitrage operations, the application of section 1233 (b) 
(2), as interpreted in the ruling, E in the securities held for 
investment purposes losing their original holding period. "These secu- 
rities lose their holding period rather than the securities acquired at 
the time of the short sale, because they were the first acquired, even 
though held for investment purposes. "The result is that the taxpayer 
may for an indefinite period of time be prevented from establishing a 
holding period of more than 6 months for the securities held for 
investment purposes. 

Bona fide arbitrage operations in securities do not present opportuni- 
ties for abuse. The taxpayer who engages in such operations does not 
thereby convert a short-term gain into a long-term gain. Rather 
the arbitrager is performing a valuable function by facilitating the 
self-regulation of the stock market. 
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EXPLANATION OF FIRST SECTION 


The first section of the bill as reported provides that the rules of 
subsection (b) (2) of section 1233 are not to apply to property not 
acquired for arbitrage operations if the taxpayer engages in an 
arbitrage operation under the conditions set forth in the bill. 

This bill adds à new subsection (f) to section 1233. The first part 
of this subsection provides that when a short sale entered into as part 
of an arbitrage operation is closed and the rules of subsection (b) (2) 
become applicable, these rules are to apply first to the substantially 
identical assets acquired for arbitrage operations held on the day the 
short sale is made. The rules of subsection (b) (2) are to apply to 
other substantially identical assets only to the extent that the quantity 
sold short exceeds the substantially identical assets held for arbitrage 
operations. In determining the quantity of substantially identical 
assets held for arbitrage operations on the day the sale is made, all 
assets acquired on the day of the sale are to be taken into account. 

The operation of subsection (f) (1) is illustrated by the following 
example: 

Assume that A buys 100 X bonds on January 2 for purposes other 
than arbitrage operations and that X bonds are convertible into X 
stock on the basis of 1 bond for 1 share at the demand of the bond- 
holders. Assume also that on April 2 A sells 100 shares of X stock 
in a transaction identified and intended to be part of an arbitrage 
operation and that on the same day he buys 100 bonds of X in a 
transaction also identified as, and intended to be part of, an arbitrage 
operation. A holds no other bonds or stock of X corporation. If 
the sale on April 2 is a short sale, the 100 X bonds purchased on April 
2 for arbitrage operations will have no holding period until the short 
sale is closed. If the bonds purchased on April 2 are converted into 
stock and such stock is delivered to close the sale of April 2, the 
holding period of the bonds purchased January 2 is not to be affected. 

Under paragraph (2) of subsection (f) the rules of subsection (b) (2) 
become applicable at any time assets acquired for arbitrage operations 
are disposed of in such a manner as to create a net short position in 
assets acquired for arbitrage operations. To the extent of such net 
short position the open short sale in the arbitrage operations will be 
deemed to be short sales made on the date that such net short position 
is created. For example, in the example above, if on June 1 A sells 
the 100 X bonds acquired on April 2 (or converts such bonds into 
stock and sells the stock) without closing the short sale made on 
April 2, thereby creating a net short position in the arbitrage operations 
at the close of business on June 1 , the short sale made on April 2 
would be deemed to be a short a made on June 1 and such short 
sale would make the rules of subsection (b) (2) applicable to the 
100 X bonds purchased on January 2. 

Paragraph (3) of subsection (f) provides that solely for the purpose 
of applying paragraphs (1) kwa (2) of subsection (f) and not for the 
purpose of determining what propertv is held bv the taxpaver or 
what constitutes a short sale under anv other provision of this sub- 
title, the taxpayer is to be deemed to hold assets for arbitrage opera- 
tions as of the close of any business day (even though he may not 
physically hold such assets), if he has the right to receive or acquire 
such property by virtue of any other asset acquired for arbitrage 
operations, or by virtue of any contract he has entered into in an 
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arbitrage operation. 'To illustrate: Taxpaver holds 100 convertible 
bonds of X. He thereafter contracts to purchase for arbitrage opera- 
tions 100 convertible bonds of X and on the same day as the purchase 
makes a short sale for arbitrage operations of the quantity of shares 
of X that will be received on conversion of 100 bonds of X. At the 
close of the day the short sale is made the taxpayer has not received 
the bonds contracted to be purchased. By reason of paragraph (3) 
the taxpayer will be deemed to hold the bonds contracted to be pur- 
chased and there will be no net short position in assets acquired for 
arbitrage operations. If it were not for paragraph (3), it could be 
held that taxpayer did not “hold” any substantially identical asset 
for arbitrage operations at the close of business on the day of the 
short sale, with the result that the rule of subsection (b) (2) would 
be applied to the bonds held for investment. 

“Arbitrage operations” are defined in subsection (f) (4) as— 

transactions involving the purchase and sale of assets for the purpose of profiting 
from a current difference between the price of the asset purchased and the price 
of the assets sold, and in which the asset purchased, if not identical to the asset 
sold, is such that by virtue thereof the taxpaver is, or will be, entitled to acquire 
assets identical to the assets sold. 
Any transaction, to be considered as an arbitrage operation, must be 
clearly identified by the taxpayer in his records as an arbitrage opera- 
tion as soon as he is able to do so. This identification must ordinarily 
be made on the day of the transaction. 

Arbitrage operations may involve the right to acquire stocks and 
securities, as well as bonds, preferred stock, and common stock. Thus, 
arbitrage operations coming under this subsection may include the 
purchase of convertible preferred stock and the sale of common stock, 
the purchase of stock rights and the sale of stock to be acquired through 
the exercise of rights and other situations, as well as the example given 
in Revenue Ruling 154. 

Property acquired in a transaction properly identified as an ar- 
bitrage operation is the only property considered to be “acquired for 
arbitrage operations” under this section, and all property so acquired is 
deemed to be an asset acquired for arbitrage operations although the 
taxpayer may decide after the acquisition of the property to dispose of 
the property in some manner other than by the completion of the 
arbitrage operation. For example, if A bought bonds of X corpora- 
tion and identified the bonds as acquired for arbitrage operations and 
A intended at the time of the acquisition of the bonds to immediately 
sell stock of X corporation into which the bonds were convertible, 
the bonds so acquired would continue to be characterized as assets 
acquired for arbitrage operations although, due to a change in the value 
of the stock or bonds, the taxpayer decided to sell the bonds outright 
rather than make a short sale of stock, convert the bonds into stock, 
and deliver the stock received on the conversion to close the sale. 

No inference is to be drawn from the enactment of this provision 
with respect to Revenue Ruling 154. If, in fact, an arbitrage sale is 
not a short sale, section 1233 of the Internal Revenue Code of 1954 
would not apply, since it is the classifying of these arbitrage sales as 
short sale which makes the holding period rules of section 1233 
applicable. 

Your committee amended H. R. 6263 as passed by the House by 
striking out in line 7 on page 1 the words *'the closing of". The 
problem dealt with in the House bill arises when an arbitrager makes 


hc EN Be hee TI нх 


рану 


4 
$ 





AMEND SECTION 1233 OF INTERNAL REVENUE CODE 5 


a short sale in an arbitrage operation and it exists whether or not the 
taxpayer closes the short sale before he disposes of his other securities. 
The amendment therefore brings the new subsection into operation 
when the taxpayer makes a short sale in an arbitrage operation rather 
than at the time he closes the short sale. 


SECTION 2 


Section 2 makes the provisions of the first section of this bill appli- 
cable only to taxable years ending after the date of enactment of this 
act and only in the case of a short sale of property made by the tax- 
payer after such date. 

SECTION 3 


Section 542 (a) (2) of the Internal Revenue Code of 1954 (defining 
the term “personal holding company’’) provides for treating charitable 
foundations or trusts as “individuals” in determining the stock owner- 
ship test for personal holding companies. ‘This provision was new in 
the 1954 code and is so broad in its wording as to include investment 
companies which have been wholly owned by charitable foundations 
for many years and would thereby for the first time re quire treatment 
of such investment companies as personal holding companies 

Certain long-established charitable trusts have, solely for business 
reasons, owned and controlled certain of their investments through 
the means of a separately formed investment company. Such com- 
pany is, of course, subject to payment of the itm Federal 
income taxes and is used as a matter of convenience in the business- 
like handling and development of enterprises requiring additional 
capital from time to time in their expanding activities. If such 
organizations are to come under the rule for personal holding com- 
panies then they would become subject to the penalty tax applicable 
thereto. This would make it impracticable to conduct their activities 
on a normal business basis involving carefully planned reinvestment 
to provide required capital to meet the needs of growth situations 
such as publie utilities with resulting expansion of income. The 
alternative would require dissolution of such investment companies 
which would deprive the Federal Government of the income tax 
now being paid by such companies. 

Section 3 of the bill, which has been added by your committee, 
amends this prevision of the 1954 code in a limited manner so that 
certain long-established charitable foundations may retain the tax 
status under which they have operated for many years. 


DETAILED EXPLANATION 


Section 3 amends section 542 (a) (2) of the Internal Revenue Code 
of 1954 which deals with certain charitable foundations. Three 
conditions must be met. The foundation must be organized or 
created before July 1, 1950. Second, at all times on or after July 1, 
1950, through the close of the taxable year such foundation must own 
all of the common stock and at least 80 percent of the total number 
of shares of all other classes of stock of the corporation. Thirdly, 
such foundation must not be denied exemption under section 504 or 
such trust must not be denied the unlimited charitable deduction under 
section 681 (c) and, for this purpose, the income of the investment 
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company is treated as though distributed to the foundation or trust 
to the extent of their proportionate interest in income available for 
distribution as dividends. Also, for purposes of this last condition it 
is provided that the restrictions in sections 504 (a) (1) and 681 (c) (1) 
of the 1954 code against unreasonable accumulations will not apply to 
income attributable to property of a decedent dying before January 
1, 1951, which was transferred, either to an inter vivos trust during 
his lifetime or was transferred under his will to such trust. 


SECTION 4 


Section 4 provides that the amendments made by section 3 of this 
bill will apply only with respect to taxable years beginning after 
December 31, 1954. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets; new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


SECTION 542 or THE INTERNAL REVENUE CopeE or 1954 


SEC. 542. DEFINITION OF PERSONAL HOLDING COMPANT. 

(a) GENERAL RvurLEÉ.—For purposes of this subtitle, the term “personal holding 
company" means any corporation (other than a corporation described in sub- 
section (e)) if-—— 

(1) GROSS INCOME REQUIREMENT.—At least 80 percent of its gross income 
for the taxable year is personal holding company income as defined in sec- 
tion 543; and 

(2) Srock OWNERSHIP REQUIREMENT.—At any time during the last half 
of the taxable year more than 50 percent in value of its outstanding stock is 
owned, directly or indirectly, by or for not more than 5 individuals. For 
purposes of this paragraph, an organization described in section 503 (b) or a 
portion of a trust permanently set aside or to be used exclusively for the 
purposes described in section 642 (c) or a corresponding provision of a prior 
income tax law shall be considered an individual. The preceding sentence 
shall not apply in the case of an organization or trust organized or created before 
July 1, 1950, if at all times on or after July 1, 1950, and before the close of the 
taxable year such organization or trust has owned all of the common stock and 
at least 80 percent of the total number of shares of all other classes of stock of 
the corporation but only if such organization or trust ts not denied exemption 
under section 504 or an unlimited charitable deduction is not denied under 
section 681 (c) and, for this purpose,— 

(A) all income of the corporation which 4s available for distribulion as 
dividends to its shareholders at the close of any taxable year shall be deemed 
to have been distributed at the close of such year (whether or not any portion 
of such income was in fact distributed); and 

(B) section 504 (a) (1) and section 681 (c) (1) shall also not apply to 
income attributable to property of a decedent dying before January 1, 1951, 
which was transferred during his lifetime to an irrevocable trust, or property 
that was transferred under his will to such intervivos trust. 


Section 1233 OF THE INTERNAL REVENUE CopE or 1954 


SEC. 1233. GAINS AND LOSSES FROM SHORT SALES. 

(a) CaPrTAL AssETS.—For purposes of this subtitle, gain or loss from the short 
sale of property, other than a hedging transaction in commodity futures, shall be 
considered as gain or loss from the sale or exchange of a capital asset to the extent 
that the property, including a commodity future, used to close the short sale 
constitutes & capital asset in the hands of the taxpayer. 
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(b) SHort-Term Gains AND Hotpina Periovs.—If gain or loss from a short 
sale is considered as gain or loss from the sale or exchange of a capital asset under 
subsection (a) and if on the date of such short sale substantially identical property 
has been held by the taxpayer for not more than 6 months (determined without 
regard to the effect, under paragraph (2) of this subsection, of such short sale on 
the holding period), or if substantially identical property is acquired by the tax- 
payer after such short sale and on or before the date of the closing thereof— 
р (1) any gain on the closing of such short sale shall be considered as a gain 
on the sale or exchange of a capital asset held for not more than 6 months 
; (notwithstanding the period of time anv propertv used to close such short 
E sale has been held) ; and 
p (2) the holding period of such substantially identical property shall be 
considered to begin (notwithstanding section 1223, relating to the holding 
period of property) on the date of the closing of the short sale, or on the date 
of a sale, gift, or other disposition of such property, whichever date occurs 
first. This paragraph shall apply to such substantially identical property 
in the order of the dates of the acquisition of such property, but only to so 
much of such property as does not exceed the quantity sold short. 
For purposes of this subsection, the acquisition of an option to sell property at a 
g fixed price shall be considered as a short sale, and the exercise or failure to exercise 
such option shall be considered as a closing of such short sale, 

(c) CERTAIN Orrious То SELL.—Subsection (b) shall not include an option 
to sell property at a fixed price acquired on the same day on which the property 
identified as intended to be used in exercising such option is acquired and which, 
if exercised, is exercised through the sale of the property so identified. If the 
option is not exercised, the cost of the option shall be added to the basis of the 
property with which the option is identified. This subsection shall apply only 
to options acquired after the date of enactment of this title. 

(d) Lone-Term Losses.—lIf on the date of such short sale substantially iden- 
tical property has been held by the taxpayer for more than 6 months, any loss 
on the closing of such short sale shall be considered as a loss on tke sale or exchange 
of a capital asset held for more than 6 months (notwithstanding the period of time 
any property used to close such short sale has been held, and notwithstanding 
section 1234). 

(e) RULES FOR APPLICATION OF SECTION 

(1) Subsection (b) (1) or (d) shall not apply to the gain or loss, respectively, 
on any quantity of property used to close such short sale which is in excess 
of the quantity of the substantially identical property referred to in the 
applicable subsection. 

(2) For purposes of subsections (b) and (d)— 

(A) the term “property” includes only stocks and securities (including 
stocks and securities dealt with on a '*when issued" basis), and com- 
modity futures, which are capital assets in the hands of the taxpayer; 

(B) in the case of futures transactions in any commodity on or subject 
to the rules of a board of trade or commodity exchange, a commodity 
future requiring delivery in 1 calendar month shall not be considered 
as property substantially identical to another commodity future requiring 
delivery in a different calendar month; and 

(C) in the case of a short sale of property by an individual, the term 
“taxpayer”, in the application of his subsection and subsections (b) and 
(d), shall be read as *'taxpayer or his spouse"; but an individual who is 
legally separated from the taxpayer under a decree of divorce cr of 
separate maintenance shall not be considered as the spouse of the 
taxpayer, 

(3) Where the taxpayer enters into 2 commodity futures transactions on 
the same day, 1 requiring delivery by him in 1 market and the other requiring 
delivery to him of the same (or substantially identical) commodity in the 

ы same calendar month in a different market, and the taxpayer subsequentlv 

closes both such transactions on the same day, subsections (b) and (d) shall 
have no application to so much of the commodity involved in either such 
transaction as does not exceed in quantity the commodity involved in the 
other. 

(f) ARBITRAGE OPERATIONS IN SECVRITIES,.—lIn the case of a short sale which 
had been entered into as an arbitrage operation, to which sale the rule of subsection 
(b) (2) would apply except as otherwise provided in this subsection— 

(1) subsection (b) (2) shall apply first to substantially identical assets acquired 
for arbitrage operations held at the close of business on the day such sale 1s made, 

and only to the extent that the quantity sold short exceeds the substantially identical 
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assets acquired for arbitrage operations held at the close of business on the day 
such sale is made, shall be holding period of any other such identical assets held 
by the taxpayer be affected; 

(2) in the event that assets acquired for arbitrage operations are disposed of 
in such manner as to create a net short position in assets acquired for arbitrage 
operations, such net short position shall be deemed to constitute a short sale 
made on that day; 

(3) for the purpose of paragraphs (1) and (2) of this subsection the taxpayer 
will be deemed as of the close of any business day to hold property which he is 
or will be entitled to receive or acquire by virtue of any other asset acquired 
jor arbitrage operations or by virtue of any contract he has entered into in an 
arbitrage operation; and 

(4) for the purpose of this subsection arbitrage operations are transactions in- 
volving the purchase and sale of ussets for the purpose of profiting from a cur- 
rent difference between the price of the asset purchased and the price of the asset 
sold, and in which the asset purchased, if not identical to the asset sold, ts such 
that 'bu virtue thereof the taxpayer is, or will be, entitled to acqutre assets identical 
to the asseis sold. Such operations must be clearly identified by the taxpayer in 
his records as arbitrage operations on the day of the transaction or as soon there- 
after as may be practicable. Assets acquired for arbitrage operations will include 
stocks and securities and the right to acquire stocks and securities. 
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Junx 29, 1955.—Ordered to be printed 


. JonNSTON of South Carolina, from the Committee on Post Office 
and Civil Service, submitted the following 







REPORT 


(To accompanv H. R. 6590) 








The Committee on Post Office and Civil Service, to whom was 
referred the bill (H. R. 6590) to prohibit the employment by the 
Government of the United States of persons who are disloyal or who 
participate in or assert the right to strike against the Government of 
the United States, and for other purposes, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 







STATEMENT 









Report No. 1152 accompanying H. R. 6590, as approved by the 
House of Representatives, is incorporated as a part of this report: 





This legislation will clarify and consolidate in a single, permanent, penal 
statute the rider reenacted each year in appropriation acts, as well as certain 
similar permanent provisions in existing law, which in effect prohibit the emplov- 
ment by the Government of (1) any person who advocates overthrow of our 
constitutional form of government or belongs to an organization that so advocates, 
and (2) any person who strikes against the Government or belongs to an organiza- 
tion of Government employees that asserts the right to strike against the 

P Government. 
L4 The appropriation rider first appeared in the Fourth Supplemental National 
Defense Appropriation Act, 1941, without the language relating to striking against 
Ka the Government. With seven exceptions, іб was repeated in each regular defi- 
ў ciency, and supplemental appropriation act through May 18, 1946. The Third 
Urgent Deficiency Appropriation Act, 1946, broadened the rider to include any 
person who strikes against the Government or who is a member of an organiza- 
tion which asserts the right to strike against the Government. With three excep- 
tions, the rider as thus broadened has been repeated all in subsequent regular, 
deficiency, and supplemental appropriation acts to date. 

Existing law also contains three permanent provisions which are somewhat simi- 
lar, in effect, to the appropriation rider. They are (1) section 612 of the Housing 
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Act of 1949 (42 U. 8. C., вес. 1445); (2) section 9A of the act entitled “An act to 
prevent pernicious political activities,” approved August 2, 1939 (5 U. S. C,, sec. 
118j), known as the Hatch Act; and (3) section 305 of the Labor-Management 
Relations Act, 1947, as amended (29 U. S. C., sec. 188), known as the Taft-Hartley 
Act. 

Section 612 of the Housing Act of 1949 is repeated, in substance, in paragraphs 
1 through 4, inclusive, of the first section of H. R. 6590. 

Section 9A of the Hatch Act prohibits employment of persons who are members 
of “any political party or organization which advocates the overthrow of our 
constitutional form of government in the United States.” 

This provision is reenacted in paragraph 2 of the first section of H. R. 6590. 

Section 305 of the Taft-Hartley Act requires the discharge of persons who 
strike against the Government. ‘This is repeated in paragraph (3) of the first sec- 
tion of the bill. 

Accordingly, since H. R. 6590 includes all of these provisions of existing law 
such provisions will be repealed. 

Hearings were held at which representatives of the Civil Service Commission, 
the Department of Justice, and a number of Government employees’ organiza- 
tions appeared and testified favorably on H. R. 6590. There were no objections. 


GENERAL ANALYSIS 


The first section of the bill, as amended, will prohibit the employment in the 
Federal Government, or in any agency thereof, of any person who (1) advocates 
the overthrow of our constitutional form of government in the United States; (2) 
is a member of an organization that advocates overthrow of the Government, 
knowing of such advocacy; (3) participates in any strike against the Govern- 
ment or any such agency; (4) asserts the right to strike against the Government; 
or (5) belongs to an organization of Government employees that asserts the right 
to strike against the Government, or against such agencies, knowing that such 
organization asserts such right to strike. 

Section 2 (a) of the bill requires that, except as provided in subsection (b), 
every person accepting Federal office or employment, within 60 days after enter- 
ing on duty, shall execute an affidavit that in doing so he does not violate the 
first section of the bill. The affidavit will be prima facie evidence that there is 
no such violation. 

Section 2 (b) provides that an affidavit will not be required from a person 
employed for less than 60 days for sudden emergency work involving the loss of 
life or destruction of property, but that this exception will excuse no one from 
liability for violation of the first section of the bill. 

Section 3 makes any violation of the first section of the bill a felony, for which 
the penalty shall be a fine of not more than $1,000 or imprisonment for not more 
than 1 year and a day, or both. 

The favorable report of the Civil Service Commission and the report of the 
Department of Justice interposing no objections to a similar bill (H. R. 617) 
follow: 

UNITED STATES CIVIL SERVICE COMMISSION, 
Washington, D. C., June 21, 1955. 
Hon. Tom MURRAY, 
Chairman, Committee on Post Office and Civil Service, 
House of Representatives, 


Dear Mr. Murray: This is in reply to vour request of June 21 for the Com- 
mission’s views on H. R. 6590, a bill to prohibit the employment by the Govern- 
ment of the United States of persons who are disloyal or who believe in the right 
to strike against the Government of the United States, and for other purposes. 

The bill would provide that no person shall accept or hold office or emplov ment 
in the Government of the United States who (1) advocates the overthrow of our 
constitutional form of government in the United States; (2) is a member of an 
organization that advocates such overthrow, knowing that the organization so 
advocates; (3) participates in a strike against the Government;or (4) isa member 
of an organization that asserts the right to strike against the Government, knowing 
that the organization asserts such right. The bill further provides that every 
person who accepts office or employment in the Government shall, not more than 
60 days later, execute an affidavit that his employment will not constitute & 
violation of the statute. Affidavits would not be required from persons employed 
for less than 60 days for sudden emergency work involving the loss of human life 
or the destruction of property. Violation of the statute would constitute a 
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felony punishable by a fine of not more than $1,000 or imprisonment for not more 
than 1 vear and a day, or both. 

The bill would repeal section 612 of the Housing Act of 1949 (42 U. S. C. 1445); 
section 9A of the Hatch Act (5 U. S. C. 118j) ; and section 304 of the Labor Man- 
agement Relations Aet (29 U. S. C. 188), Section 612 of the Housing Act is sub- 
stantially identical in its provisions to H. R. 6590, but is limited in its application 
to employment in the Housing and Home Finance Agency and the Department of 
Agriculture. Section 9A of the Hatch Act makes it unlawful for any person 
employed in the Government “to have membership in any political party or 
organization which advocates the overthrow of our constitutional form of govern- 
ment in the United States." The only penalty provided is removal from the 
service, with the provision that appropriated funds shall not thereafter be used to 
pay the compensation of such person. Section 304 of the Labor Management 

telations Act forbids striking by Government employees, requires the discharging 
of an employee who strikes and the forfeiture of his civil-service status, if any, and 
makes him ineligible for employment for 3 vears. 

For some years provisions similar to the proposed legislation have appeared in 
appropriation acts each year. The Commission believes that H. R. 6590 repre- 
sents desirable legislation, since it would put such legislation into permanent form, 
and would also consolidate and supersede the several statutes which now partially 
cover the subject. 

Time has not permitted clearance of this report with the Bureau of the Budget. 
However, the Bureau advised it had no objection to our report on H. R. 617, a 
bill similar to H. R. 6590 

sy direction of the Commission. 
Sincerely, 
Puntip Xovnc, Chairman. 


DEPARTMENT OF JUSTICE, 
OFFICE OF THE DEPUTY ATTORNEX GENERAL, 
Washington, April 25, 1955. 
Hon. Tom Murray, 
Chairman, Post Office and Civil Service Committee, 
House of Representatives, Washington, D. C. 

Dean Mn. CHAIRMAN: This is in response to vour request for the views of the 
Department of Justice relative to the bill (H. R. 617) to prohibit the employment 
bv the Government of the United States of persons who are disloval or who believe 
in the right to strike against the Government of the United States, and for other 
purposes, 

The bill would make it a felony for any person to accept or hold office or employ- 
ment in the Government of the^United States who (1) advocates the overthrow 
of that Government by force or viclence, (2) is a member of an organization that 
advocates such overthrow, knowing that such organization advocates the same, 
3) engages in a strike against the Government, or (4) is a member of an organiza- 
tion of Government emplovees that asserts the right to strike against the Govern- 
ment 

Section 2 (a) of the measure would provide for the execution, by persons 
accepting office or employment in the Government of the United States, of 
affidavits to the effect that their acceptance and holding of such office or employ- 
ment does not or will not constitute a violation of the bill’s prohibitions Sub- 
section (b) would exempt from the apvlication of subsection (a) persons employed 
by the Government of the United States for less than 60 days for sudden emer- 
genev work involving the loss of human life or the destruction of property. Such 
persons, however, would not be relieved of liabilitv for a violation of the prohibi- 
tions contained in the bill. Section 4 would repeal section 612 of the Housing 
Act of 1949, a section which, with respect to officers or employees of the Housing 
and Home Finance Agency and the Department of Agriculture, contains provisions 
similar to those which would be provided for generally by this measure. 

Whether or not this bill should be enacted constitutes a question of policy 
concerning which the Department of Justice prefers to make no comment. How- 
ever, there are certain matters to which the attention of the committee is invited. 

The prohibitions contained in section 1 of the bill are not new. Under existing 
law persons entering the employ of the United States are required to execute 
appointment affidavits which include certifications such as are contemplated by 
this bill. Likewise, various appropriation acts forbid the use of Government 
funds to pay officers or employees who fall within any of the categories enumer- 
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ated in section 1 and provide penalties for the use of Government funds in viola- 
tion of such prohibitions. Illustrative of other legislation which is concerned 
with the problem to which the bill is addressed is section 118 (j) of title 5 of the 
United States Code which provides that it shall be unlawful for any person 
employed in any capacity by any agency of the Federal government whose 
compensation or any part thereof is paid from funds authorized or appropriated 
by any act of Congress to have membership in any political party or organiza- 
tion which advocates the overthrow of our constitutional form of government 
in the United States. Any person violating the provisions of the section shall 
be immediately removed from the position or office held by him and thereafter 
no part of the funds appropriated by any act of Congress for such position or 
office shall be used to pay the compensation of such person. Also, section 188 
of title 29, United States Code, provides that it shall be unlawful for any indi- 
vidual employed by the United States or any agency thereof, including wholly 
owned Government corporations, to participate in any strike. If any individual 
employed by the United States or by any such agency strikes, he shall be dis- 
charged immediately from his employment and shall forfeit his civil-service status, 
if any, and for 3 years shall not be eligible for reemployment by the United States 
or any such agency. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report. 

Sincerely, 
WILLIAM P. ROGERS, 
Deputy Attorney General, 


O 
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THE EXECUTIVE PAY ACT OF 1955 
JuLY 29, 1955.—Ordered to be printed 


Mr. Jonnston of South Carolina, from the Committee on Civil 
Service, submitted the following 


REPORT 


(To accompany S. 26281 


The Committee on Post Office and Civil Service, to whom was re- 
ferred the bill (S. 2628) to increase rates of compensation of the heads 
and assistant heads of executive departments and independent 
agencies, having considered the same, report favorably thereon with 
amendments and recommend that the bill, as amended, do pass, 


STATEMENT 


This bill was introduced and considered in response to a request of 
the President of the United States for legislative action to improve 
the top pay scales in the executive branch of the Government. The 
President’s letter of July 15, 1955, follows: 


Tue Waite House, 
Washington, July 15, 1956. 
Hon. Orın D. JOHNSTON, 
Chairman, Committee on Post Office and Civil Service, 
United States Senate, Washington, D. C. 


DEAR SENATOR Jonnsron: The Government must provide executive salary 
rates which will permit able men to lend their talents for substantial periods of 
time to the conduct of governmental affairs without excessive financial sacrifice. 
Experience in every kind of endeavor shows that effective top leadership is 
reflected at every working level of an organization. So vast and complex an 
establishment as modern Government must have the very best leadership. At 
present, the disparity is far too great between the financial rewards of executive 
leadership in private industry and the compensation provided for equivalent 
responsibilities in Government. It is neither necessary nor desirable that the 
Government compete with industry for its administrators solely on a financial 
basis. Government has many nonmonetary attractions which will always appeal 
to public-spirited men and women. Nevertheless, the top pay scales in Govern- 
ment must be improved sufficiently to enable the Nation's most capable men to 
respond, when they are needed, to the call of public service. 

During this session, the Congress has provided a pay increase for its own 
Members, for members of the judicial branch, and for certain selected positions 
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in the executive branch formerly included under the Executive Pay Act. It has 
also provided increases for the military, for the postal field service, and for the 
classified civil service, excepting those positions in grade GS-18 of the classified 
service where statutory ceilings prevented needed adjustments. This pay legis- 
lation has been a major accomplishment in the modernization of Federal salary 
schedules from top to bottom. It is now of vital importance that the pay rates 
for positions covered by the Executive Pay Act and other related statutes be 
increased appropriately. 

For 85 years the pay for Cabinet members has been 50 percent to 60 percent 
higher than the pay of Members of Congress. I have always felt that this 
differential has been excessive and was pleased when the Members’ pay was 
recently increased. The effect of Public Law 9 was to put congressional pay on 
the same level as that of Cabinet officers. Reestablishment of the traditional 
relationship would require that Cabinet pay be increased from $22,500 to $33,750. 
I consider such an increase to be neither desirable nor necessary and suggest that 
the Cabinet rate be increased to a level of $25,000. 

Already the Congress has established a pattern for the levels of Under Secretary 
and Assistant Secretary, for in Public Law 9 the Congress in this session approved 
a salary of $21,000 for the Deputy Attorney General and $20,000 for the Assistant 
Attorneys General. "This pattern was recently reconfirmed by the Senate when 
it approved S. 2237, providing the same pay levels for the Under Secretary and 
Assistant Secretaries of State. 

Continuing this general pattern, it appears desirable to fix the Assistant Secre- 
tary level throughout the Government at $20,000 and the same rate for members 
of boards and commissions. 

It is also necessary to provide a progressive relationship between the Executive 
Pay Act and related rates for the top positions under the pay scales of the Classi- 
fication Act, the Postal Pay Act, and the Foreign Service Act. This could be 
provided in the case of the Classification Act, with comparable adjustments in 
the other pay scales, by raising the maximum pay of grade GS-18 to a level of 
$17,500. These suggestions would provide a framework for creating prope 
relationships between the executive pay area, statutory pay scales, and those 
positions created by special legislative authority. 

I believe that revisions in accordance with these suggestions would give proper 

weight to the responsibilities of these positions, qualifications required for execu- 
tive performance, and the exacting demands of work and working conditions in 
the top levels of the Government structure. The proposed pay scales would help 
to attract and retain the competent administrators and advisers without subject- 
ing them and their families to economic setbacks so great as to outweigh the non- 
monetary attractions of Government employment. Action along these lines is 
urgently needed in the interests of Government efficiency, fairness to individuals 
who devote their exceptional talents to publie service in the top rungs of Govern- 
ment, and proper relationship of the various salary scales and systems of the 
Government. 

I earnestly hope that such legislation can be approved by the Congress before 
this session adjourns. 

Sincerely, 
Руіснт Р. EISENHOWER. 

There has been only a relatively short time available in which to 
study the details of the President's proposals. There has been no 
opportunity for hearings. Because of the responsibility of the 
President for the selection or nomination and the effective performance 
of heads of departments and agencies and other topmost adminis- 
trators and other executives, the committee felt that the Congress 
should give immediate consideration to his request. 'The committee 
unanimously reports S. 2628 with a few minor amendments to accom- 
plish what seem to be needed corrections or adjustments, 
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AMENDMENTS 


The amendments are as follows: 

(1) Page 2, line 5, after the word ''Defense'' insert a comma and 
the following: “of the Comptroller General of the United States,'. 

(2) Page 2, lines 18 and 19, strike out “the Comptroller General of 
the United States,’’. 

(3) Page 3, lines 2 and 3, strike out “the Deputy Administrator of 
Veterans’ Affairs,” 

(4) Page 3, line 16, strike out “Administration” and insert “Ад- 
ministrator'. 

(5) On page 3, line 18, after the comma insert '' 'the Chief of Staff 
of the Joint Committee on Internal Revenue T axation', 'the Architect 
of the Capitol’,”’. 

(6) Page 4, line 1, after the word “Intelligence” insert a comma and 
the following: “the Administrator of the Saint Lawrence Seaw ay 
Development Corporation, the Administrator of the Small Business 
Administration, the Director of Selective Service,’’. 

(7) Page 4, line 11, strike out “and”. 

(8) Page 4, line 12, after the word ''Expediter'' insert '' 'the Director 
of Selective Service,', ‘the Assistant Architect of the Capitol’ ’ 

(9) Page 4, line 17, change the period to a semicolon and insert the 
following: 
and (C) by inserting 'the Deputy Administrator of the Saint Lawrence Seaway 
Development Corporation, and each Deputy Administrator, Small Business 


Administration, and the Chief of Staff of the Joint Committee on Internal Reve- 
nue Taxation 


(10) Page 9, line 15, strike out the figure “17,500”. 


EXPLANATION OF AMENDMENTS 


Amendments (1) and (2).—These amendments increase from $21,000 
per annum to $22,500 per annum the proposed salary rate for the 
Comptroller General of the United States. 

Amendments (3) and (4).—These amendments are to correct clerical 
errors. 

Amendment (5).—This amendment eliminates the Architect of the 
Capitol from the bill i inasmuch as a provision fixing his compe nsation 
is included in the legislative branch appropriation bill. 'The amend- 
ment also transfers the Chief of Staff of the Joint Committee on 
Internal Revenue Taxation from the proposed $20,000 category to 
the proposed $17,500 category. 

Amendments (6), (7), (8), and (9).—The effect of these amendments 
is to increase from $17,500 to $20,000 the proposed salary rate for 
the position of Director of Selective Service (the present incumbent is 
paid according to his rank in the Armed Services); to fix a proposed 
salary rate of $20,000 for the Administrator of the St. Lawrence 
Seaway Development Corporation and the Administrator of the 
Small Business Administration as compared with $21,000 in the 
administration’s proposal; and to fix a proposed salary rate of $17,500 
for the Deputy Administrator of the St. Lawrence Seaway Develop- 
ment Corporation and each Deputy Administrator, Small Business 
Administration, in lieu of $20,500 and $20,000, respectively, involved 
in the proposal by the executive branch. 
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Amendment (10).—The purpose of this amendment is to recognize 
the fact that under Public Law 68, 84th Congress, the postal field 
schedule rates mav be supplemented bv a maximum amount of 3 
longevity increases of $100 each. Consequently, to parallel the $17,500 
ceiling of the general schedule of the Classification Act of 1949, as 
proposed by the administration, the scheduled figure in the postal 
field service schedule should be $17,200. 


EXPLANATION OF THE BILL As REPORTED 


The bill has eight titles as follows: 
I. Executive Pay Act Amendments of 1955 

II. Statutory Salary Rate Amendments of 1955 

III. C lassification Act Amendments of 1955 

IV. Foreign Service Act Amendments of 1955 

V. Postal Field Service Amendments of 1955 

VI. Veterans' Administration Medicine and Surgery Amendments 

of 1955. 

VII. Research and Development Salary Amendments of 1955 


VIII. Effective Date 


TITLE I—EXECUTIVE PAY ACT AMENDMENTS OF 1955; TITLE II—STATU- 
TORY SALARY RATE AMENDMENTS OF 1955 


Titles I and II (sec. 202) increase top executive salary rates. "They 
revise the Executive Pay Act, Public Law 359, 81st Congress, approved 
October 15, 1949, and increase the rates of pay provided by that act 
and by several other statutes and reorganization plans that presently 
fix rates for positions comparable to those in the Executive Pay Act. 

Following is a consolidated list of the positions covered by title I 
and section 202 of the bill, arranged according to proposed salary 
rates, and showing the existing salary rate for each position. 


Positions covered by title I and sec. 202 of the bill, as amended 


Title 
Positions at $25,000 proposed rate: Present salary 
TO p trai ei a ac $22, 500 
PNEU LN еа аст аша аа cm m 22, 500 
MESE аа а ab dqad nya nx Rede heu ddr 22, 500 
ВИИ ась Льда ьс «бай 22, 500 
Secretary of the I наал 22, 500 
ПОРОЮ саъи amas m pense 22, 500 
je аа kn a one cocuunsuacnbaccoausnasos 22, 500 
ПОО Е аа ln arja аа аа Ааа дача 22, 500 
Secretary of Health, Education, and П сааса 22, 500 
Secretary of Defense. ..... A EATEN E NE не 22, 500 
Director, Office of Defense A la daw 22, 500 
Director of the Bureau of the Budget.......................- 17, 500 
Total, 12. 
Positions at $22,500 proposed rate: 
Зі аа P DENDO... LL omad bipen apnd emm t m tits ai. von mn 4 20, 000 
MDMA NA A сь аа ас тайнаў вайне 17, 500 
Administrative Assistants to the President (2).. .............- 1 20, 000 
Comptroller General of the United States_..................-- 17, 500 
Total, 5. 


! Not to exceed. 
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Positions covered by title I and sec. 202 of the bill, as amended—Continued 


Title 
Positions at $22,000 proposed rate: Present salary 
Secretary of the Army $18, 000 
Secretary of the Navy 18, 000 


À 18, 000 
Director of the Federal Bureau of Investigation. 20, 000 
Director of Central Intelligence 16, 000 
Administrator of Veterans’ Affairs 17, 500 

Total, ¢ 

Positions at $21,000 proposed rate: 

Administrative Assistants to the President 
Jnder Secretary of the Treasury 
Jnder Secretary of the Treas 'ury for Monet: агу 

Inder Secretary of the Inte 

Inder Secretary of Agriculture 

nder Secretary of Commerce om 

Inder Secretary of Commerce for Trans port tation 
Ind Necretarv of Li abor 

Inder Secretary of Health, I 
Deputy Postmaster Gen ral а 
Deputv Administrator of Veterans' Affairs 
Administrator of General Services M c 
Administrator of the Housing and Home Finance: 
Director of the International Cooperation dediti istrat 
Deputy Director of the Office of Defense Mobilizati 
Administrator of the Federal Civil Defense Administration 
Chairman of the Renegotiation Board і 
Director of the United States Information Agency 
President of the Export-Import Bank of Washington 
Governor of the Farm Credit Administration 

Total, í bida 

Positions at $20,500 proposed rate: 

Assistant Comptroller General of the United States 16. 000 
Deputy Director of the Bureau of the Budget... L з, 000 


000 
500 
500 
500 
500 
эм 
500 
500 
500 
500 
000 
НТ, 0 
590 
500 
500 
Bi №) 
500 
500 
500 


500 


рый ы ы ры ы ыа р ым нй ай н ad ji онй ен енд 


т а а 


чч часц T1531 0 393 93 9393 T5314 ^3 00 


Director of the Federal Mediation and Conciliation Servie . 000 
Chairman of the United States Civil Service Commission... 16. 000 
Members of the Council of Economic Advisers (3 oss », 000 
Me A rs of the Board of Governors of the Federal Reserve 
stem (7)... Ż È ), 000 

Mem ers of the Board of Directors of the Federal Deposit Insur- 

ance Corporation (2 ў, 000 
Comptroller of the Currency 3 » ». 009 
Each Deputy Under Secretary of an executive department (‘ 15, 000 
First Vice President of the Export-Import Bank ashin n , 000 
Chairman of the Federal Maritime Board, Commerce 2s З » 000 
Deputy Director of the United States Information Agence ju ;, 000 
Deputy Administrator of the Federal Civil Defense ini 

tion. 

Total, 23. 
Positions at $20,000 proposed rate: 

Administrative Assistants and staff assistants to the President (7). 
Associate Director of the Federa! Bureau of Investigation.. 
Deputy Director of Central Intelligence 
Administrator of the St. Lawrence Seaway De velopnu ient C orpo- 

ration 
Administrator of the Small Business Administration 
Director of Selective Service. 
Assistant Secretaries of State (8) 
Assistant Secretaries of the Treasury (3) 
Assistant Secretaries of Agriculture (3) 
Assistant Secretaries of Commerce (3) 
Assistant Secretaries of Labor (3) 
Assistant Secretaries of Defense (9) 
Assistant Secretaries of the Interior ( 
Assistant Secretaries of Health, Education, and Welfare (2)..... 


1 Not to exceed, 


— 


, 000 


5. 000 
. 500 
4 800 


bent а а 
м» +1 ёл 


500 
500 
SOO 
, 000 
. 000 
, 000 
», 000 
, 000 
, 000 
, 000 
, 000 


ooo sist 
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Positions covered by title 1 and sec. 202 of the bill, as amended-—Continued 


Under Secretary of the Navy 000 
Under Secretary of the Air Force............................ 
Each Assistant Secretary of е Агту (4)................ ә 


Each Assistant Secretary of the Navy (4) 


5. 
5, 
5, 000 
5, 000 
>. 000 
5, 


1 
1 

15 

15 

1 

15 

СОСО Gnaminiv ОГО АИД „о heme o dt tod di e i 1 
1 

1 

1 

15 

1 


Title 
Positions at $20,000 proposed rate—Continued Present salary 4 
Assistant Postmastora: General (б)... „ошай $15, 000 
Еізса! Аззіз(апі Бесгебагу об е Тгеазагу...................- 15, 000 B 
Director of the National Advisorv Committee for Aeronautics... 17, 500 A 
Members of the Civil Aeronautics Board (5) з................. 15, 000 
Members of the Federal Communications Commission (7)...... 15, 000 
Members of the Federal Power Commission (5)............... 15, 000 
Members of the Federal Trade Commission (5)................ 15, 000 
Members of the Interstate Commerce Commission (11)........ 15, 000 
Members of the National Labor Relations Board (5)........... 15, 000 
Members of the National Mediation Board (3)................ 15, 000 
Members of the Railroad Retirement Board (3)............... 15, 000 
Members of the Securities and Exchange Commission (5)....... 15, 000 
Members of the Board of Directors of the Tennessee Valley Au- 
ера saz rt i Mi d iu О ар 15, 000 
Members (other than the Chairman) of the United States Civil 
барта бана. СЕ ССР TER ES EA 15, 000 
Members of the United States Tariff Commission (6).......... 15, 000 
4 General Counsel of the National Labor Relations Board........ 15, 000 
- Deputy Administrator of General Services................-.-. 15, 000 
E Archiv or ce Uimiad DIU... anulus de emi uem mh T m m d m 15, 000 
Administrator of the Production and Marketing Administration. 15, 000 
$ Commissioner of Internal Revenue... LL 15, 000 
б Commissioner of Immigration and Хабшаіігабоп. ............. 7, 500 
- Commissioner of. Public. Roads. ii az аы Dm nere 15, 000 
- Administrator of Civil Aeronsutio’:.... «soon аа 15, 000 
Administrator of the Rural Electrification Administration... 15, 000 
Counselor of the Department of State_.............---.-.---- 15, 000 
О ОИ оа а анаа 15, 000 
x Maħ eee ll 15, 000 
Ġovernor of the Viewin Іа. oleo acie Qum die m nido c mt t m ton 15, 000 
$ саб асе ае бы СА Ва ы anna 15, 000 
- PUEDEN reos ida аа as mrqais 15, 000 
5 MM M ONDE lari ы аа d n dt għab 5, 000 
President of the Federal National Mortgage Association... 5, 000 
bis Deputy Administrator of the Housing and Home Finance Agency. 000 
9 Members of the Home Loan Bank Board (3).................-.- 5. , 000 
а уа Сара аа. аа аа 5, 000 
s O N E A ер... аа , 000 
: 000 
z Each Assistant Secretary of the Air Force (4)----------------- 000 
Special Assistant to the Secretary (Health and Medical Affairs), 
5 Department of Health, Education, and Welfare... 15, 000 
Chairman of the Military Liaison Committee to the Atomic 
Energy Commission, Department of Defense..............-- 15, 000 
Administrator, Bureau of Security and Consular Affairs, Depart- 
КО ПО ы аса аа a аа аа ы ea 15, 000 
Members of the Board of Directors of the Export-Import Bank 
Oi a a a ыа 15, 000 
Members of the Foreign Claims Settlement Commission (3)... 15, 000 
Members (other than the Chairman) of the Federal Maritime 
Board, Department of Commerce (2). .............-..---.--- 15, 000 
Each Assistant Director of the Bureau of the Budget (2)....... 15, 000 
Members (other than the Chairman) of the Renegotiation l 
ПОК Е зое L AT wai 15, 000 7 
Administrator, Wage and Hour and Publie Contracts Divisions, $ 
UE OF TEE nin i аа dii nd ari m v cd) 15, 000 $ 
Members of the Subversive Activities Control Board (5)....... 15, 000 з 
Director, National Science Foundation. ............-......... 15, 000 E: 


* Chairmen of boards or commissions, $20,500 unless higher rate is prescribed by law. 
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Positions covered bu title | and sec. 202 о the bill, as amended—Continued 
Title 
Positions at $20,000 proposed rate—Continued 
Legal adviser, solicitor, or general counsel of an executive depart- 
ment when required to be appointed by the President: Present salary 
$14, 800 
15, 000 
5, 000 
5, 000 
5, 000 


Director, Administrative Office of the United States Courts...- 1 
Director, Division of Slum Clearance and Urban Redevelopment. 1 
Director of Housing Research 1 
Total, 184. 
Positions at $17,500 proposed rate: 
Associate Director of the Federal Mediation and Conciliation 
EA L АС ЗЛЕЗ ВВА ednii . 800 
Commissioners of the Indian Claims Commission (3) 1, 900 
. 800 
Chief Assistant Librarian of Congress. ...... . S00 
Deputy Publice Printer Ks de M цё ЕЕЕ аі , 800 
Commissioner, Federal Supplv Service, General Services Admin- 
istration....... lid Je , NOO 
Director of the Bureau of Prisons à , 500 
Commissioner À , 800 
Commissioner for Social! Security 800 
Commissioner of Reclamation , N00 
Commissioner of Customs - 800 
Commissioner of Narcoties.... А е 1, 800 
Administrator, Bonneville Power Administration. Ta ы 4, 800 
Deputy Administrator of the St. Lawrence Seaway Development 
Corporation Й 090 
Deputy Administrators, Small Business Administration (8)... , 000 
Director, Division of Community Facilities and Spec 3! Opera- 
tions, and Commissioner, Community Fae í Service, 


Housing and Home Finance Agency , 800 


Administrator of the Soil Conservation Service, Department 


of Agriculture І, SOO 
Chief of the Forest Service Department of Agriculture SOO 
Administrator of the Farmers Home Administration... Ee. 1, 900 
Manager of the Federal Crop Insurance Corporation, Department 

of Agriculture 800 
The Chief of Staff of the Joint Committee on Internal Revenue 

Taxation. Eos , 800 
Total, 35 

Section 203 excludes from the effect of the bill the salary rates of 
the top positions in the Atomie Energy Commission and those fixed 
under Public Law 9, 84th Congress, approved March 2, 1955, such as 
the $20,000 rate for Assistant Attorneys General. 

Section 204 amends Reorganization Plan No. 7 of 1953. This plan 
authorized in the Foreizn Operations Administration (now the Inter- 
national Cooperation Administration) 2 offices at $16,000 per annum 
and 4 offices at $15,000 per annum. Each is required to be filled by 
Presidential appointment by and with the advice and consent of the 
Senate. Executive Order 10610 abolished the Foreign Operations 
Administration effective June 30, 1955, and established in heu thereof 
the International Cooperation Administration within the Department 
of State. In view of the changes in salary levels proposed generally 
in this bill, it is necessary that the compensation of the six offices 
referred to be similarly adjusted so that their rates may bear a prover 
relationsbip to the rates for Assistant Secretaries of State and Depu: y 
Under Secretaries of State. Section 204 accordingly would permit 
the Secretary of State to fix the rates of pay for each of these 6 offices 
within a range of pay using the Assistant Secretary ($20,000) rate 
as a minimum and the Deputy Under Secretary ($20,500) rate as a 
maximum, 

74003°—57 S. Rept., 84-1, vol. 3—— 79 
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Section 205 amends Public Law 565 approved July 30, 1946. This 
law provides in part that representatives and alternates of the United 
States to UNESCO shall— 


be entitled to receive compensation at such rates not to exceed $12,000 per annum 
as the President may determine for such period as the President may specify. 

Since the time that this maximum limitation was established in 
1946 there have been several upward adjustments in Federal salaries. 

The purpose of section 205 is to increase this maximum limitation 
upward to a reasonable extent to permit the fixing of salaries on a 
comparable basis between representatives and alternates to UNESCO 
and other related positions. The bill provides a limitation of 
$15,000. 

Section 206 amends Mutual Security Act maximum salary limi- 
tations. The Mutual Security Act of 1954, Publice Law 665, 83d 
Congress, permitted 60 positions in the United States to be compen- 
sated without regard to the provisions of the Classification Act of 
1949, as amended. It set up certain restrictions on the salaries 
that could be paid. Not more than 35 of the 60 positions could be 
paid more than the top rate of grade GS-15 (now $12,690). Not 
to exceed 15 of these 35 could be paid more than the highest rate of 
the general schedule ($14,800) but none of these could be paid more 
than $15,000 per annum. 

At that time the $15,000 limitation was the same as the rate for 
Assistant Secretaries of State. To conform with the proposed change 
from $15,000 to $20,000 in the salary rate for Assistant Secretaries 
of State and of other executive departments, the $15,000 maximum 
limitation contained in the Mutual Security Act of 1954 is raised 
correspondingly. 

'The purpose of section 206 is to permit the Secretary of State to 
establish an appropriate rate of salary for 15 positions authorized by 
the Mutual Security Act of 1954 to be paid more than the maximum 
rate of the Classification Act, but not in excess of the rate for Assistant 
Secretaries of State. 


TITLE III—CLASSIFICATION ACT AMENDMENTS OF 1955 


Title IIL raises the ceiling of the pay schedules of the general sched- 
ule of the Classification Act of 1949, as amended. ‘The changes are 
as follows: 

1. A salary rate of $14,835 is added at the end of the present pay 
scale of GS-17 which now consists of 4 rates. This change restores 
to 5 the number of pay rates in this grade. Publie Law 94, June 28, 
1955, required the reduction of GS-17 to 4 rates in order that the top 
rate should not overlap GS-i8. No change is made in the 4 existing 
rates of GS-17 and persons now in that grade will not through initial 
conversion receive a pay increase under the bill. The fifth rate must 
be earned through length of service according to the usual rules. The 
effect of the change is to increase the spread in GS-17; that is, the 
difference between the minimum and the maximum, from $645 to $860. 

2. The present single $14,800 rate for GS-18 is increased to 
$16,000 as the new minimum rate for that grade. ‘This is an 8.1 
percent increase which would be granted to employees whose 
positions are in GS-18. The existing single rate of $14,800 for 
GS-18 was not changed by Public Law 94 which increased the 


b 
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rates of pav for all other grades of the Classification Act. With 
the exceptions of a few GS-18 positions in the Federal Bureau of 
Investigation and the General Accounting Office, the Classifica- 
tion Act, as amended, limits to 125 the number of positions that 
— be in GS-18 under that act. 

Four pay rates are proposed for GS-18, beginning with 
$16.000 and ending at $17,500. Each of the 3 steps between 
the 4 rates is $500 and the overall dollar spread of the grade is 
$1,500. The maximum rate of $17,500 proposed for GS-18 
would preserve appropriate relationships with the Executive Pay 
Act. 

The customary conversion rules are provided for initially 
applying the salary ranges as thus changed to employees in 
grades GS-17 and GS-18. 


TITLE IV—FOREIGN SERVICE AMENDMENTS OF 1955 


This title includes several amendments to the Foreign Service Act 
of 1946, as amended. Briefly their purpose is to: 

Increase the salaries of Chiefs of Mission from $25,000, 
$20,000, $17,500, and $15,000, respectively, to $27,500, $25,000, 
$22,500, and $20,000, respectively. The salaries of Chiefs of 
Mission have not been changed since 1946. The proposed ad- 
justments, together with those in title I, would maintain (a) the 
existing $2,500 differential between Chiefs of Mission of class 1 
and Cabinet officers and (b) the salary parity between Chiefs of 
Mission of class 4 and Assistant Secretaries of State. 

2. Increase the top of the salary schedules for Foreign Service 
officers, namely, in the class of Career Ministers and elasses 1 
‘ mn "o ` Y . s 
and 2. The present rate of $14,800 for Career Minister would be 
raised to $17,500. The scales of pav for Foreign Service officers 
in class I and in class II would be changed as follows: 
Existing rates 
FSO-1: oposed rates 
$13,760 $14, 500 
о банок ат 15, 000 
Cry e A ба 15, 500 
$14,800 M UR e а, ань аа 16, 000 


S14,800 а а аа bons забы т сга 16, 500 
9. 


ПЕ аа di ak а аза dis ыа абі P 2. 000 
$11,990... б ы ай T ыа а ЗЕ ад z N 
8512985. aka kata ag Em n 12, 400 
$12,74 sic аран рана A E i : 12. 800 
$13,115 i dod LS KA Hu A ge! 13. 200 


$13,495 "s à NOn AM Moti decet uu 4 ke aa 13, 600 


$13,655...... — T 14, 000 


The step rate of $11,990 in F3O0-2 being only $: 
mum rate of the class is not in use. 

Adjustments in salary rates for Foreign Service officers would auto- 
matically apply to Foreign Service Reserve officers. 

These changes in the pay rates for Chiefs of Mission and for the top 
levels of the Foreign Service officer salary schedule correlate wit i 
changes proposed in the Executive Pay Act and in the Classification 
Act schedules. 
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TITLE V—POSTAL FIELD SERVICE AMENDMENTS OF 1955 


The effect of title V is to increase the rates of the three highest 
grades of the postal field service schedule contained in Public Law 68, 
84th Congress, approved June 10, 1955, as follows: 











Grade Present range Proposed range 
Я абады ыва адь ы а ММ аа $12,500 to $14,300..| $12,800 to $14,600. 
оона Лебана ннан абаа санаа $13,600 to $14,800..| $14,000 to $15,800, 
аа ы Маа абы а оа аана iine] $14,800.....- део $16,000 to $17,200. 





These changes are for the purpose of bringing about a degree of 
coordination with the new classification rates proposed in title III, 
and to improve the application of the postal field service schedule, to 
be effected under Public Law 68 not later than 180 days after enact- 
ment. 

Section 201 (c) of Public Law 68 limits the number of employees 
that may be at any one time in salary levels 17 to 20 as follows: 40 in 
level 17, 12 in level 18, 4 in level 19, and 15 in level 20. 


TITLE VI—VETERANS' ADMINISTRATION MEDICINE AND SURGERY 
AMENDMENTS OF 1955 


The act of January 3, 1946, as amended (38 U. S. C. 15) establishes 
a Department of Medicine and Surgery in the V ie rans' Administra- 
tion, preseribes its funetions, and specifies by title and salary the key 
positions in the organization. In addition the act establishes per 
annum full-pay ranges for positions in the medical, dental, and nursing 
services, 

The amendments made by this title relate only to the positions of the 
Chief Medical Director, the Deputy Chief Medical Director, and the 
authorized eight Assistant Chief Medical Directors. The current 
salaries of these positions are $16,800, $15,800, and $14,800, respec- 
tively. The proposed salaries, in line with those provided by other 
titles of the bill, are $17,800 for the Chief Medical Director, $16,800 
for the Deputy Chief Medical Director, and $15,800 for the Assistant 
Chief Medical Directors. 


TITLE VII--RESEARCH AND DEVELOPMENT SALARY AMENDMENTS 
OF 1955 


In several enactments since 1947, Congress has authorized a 
salary range of from $10,000 to $15,000 (in the Department of Agn- 
culture & $15,000 maximum) for a limited number of professional and 
scientific positions in research and development activities of specified 
agencies. The Civil Service Commission must approve in advance 
the salary rate to be established for each position (except those in 
Agriculture) and any subsequent changes within the limits specified 
by law. 
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The number of positions authorized in existing law is as follows: 
Department of Defense 


5 U. S. C. 171p—Office of Secretary оѓ Ребепве...................... 
5 U. S. C. 230—Department of the Army 

5 U. S. C. 476—Department of the Navy 

5 U. S. C. 626t—Department of the Air Force 


50 U. S. C. 158— National Advisory Committee for Aeronautics... 
42 U. S. C. 210 (g) —U. S. Public Health Service 
21 U. S. C. 113a— Department of Agriculture 


The purpose of title VII is to raise the $10,000 to $15,000 range to 
$12,500 to $17,500 and to prescribe the way in which initial salary 
adjustments of employees in this group shall be made. 

[Those employees now paid less than $12,500 would have their 
salaries raised to that rate automatically. Any subsequent adjust- 
ment would have to be made in the regular manner, that is, upon 
recommendation by the agency with the approval of the Civil Service 
Commission. 

With respect to the Department of Agriculture positions, for which 
the law sets no minimum rate, the purpose of title VII is to raise the 
maximum limitation from $15,000 to $17,500. 

In the opinion of the committee, it is necessary in connection with 
this report to dispense with the requirements of subsection 4 of rule 
ХХІХ of the Standing Rules of the Senate in order to expedite the 
business of the Senate. 


(^ 
МЈ 
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Calendar No. 1276 


84TH CONGRESS | SENATE REPORT 


1st Session f N о. 12 259 


PROVIDING FOR не AND LOCATION, ON DISCOVERY OF A 
VALUABLE SOUR 'E MATERIAL, UPON PUBLIC LANDS OF THE 
UNITED STATES ki ASSIFIED AS OR KNOWN TO BE VALUABLE 
FOR COAL 


Jvrv 29, 1955.— Ordered to be printed 


Mr. O’Manoney, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany S. 2629] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (5. 2629) to provide for entry and location, on 
discovery of à valuable source material, upon public lands of the 
United States classified as or known to be valuable for coal, and for 
other purposes, having considered the same, report favorably thereon 
with an amendment in the nature of a substitute and recommend that 
the bill as amended do pass. 

The Senate Interior and Insular Affairs Committee held 2 days of 
hearings on the bill, which was sponsored by Senator Case of South 
Dakota, and considered a number of communications from interested 
industry groups and the reports of the executive agencies concerned. 


PURPOSE OF MEASURE 


The purpose of S. 2629 is to permit the development of what are 
believed to be large amounts of uranium and possibly other source 
materials for atomic energy occurring in lignite deposits in the public 
lands of the United States which are subject to lease under the mineral 
leasing laws. This development would take place, under the bill, 
within the framework of the historic mining law of 1872, as amended. 
At the same time the proposed legislation would not affect the mineral 
leasing laws, the multiple purpose nor the surface uses acts. 

joth the Joint Committee on Atomie Energy and the Atomic 
Energy Commission have approved the purposes of S. 2629, informing 
the committee that development of the source materials for atomic 
energy which the measure would make possible is in the national 
interest. 'The Department of the Interior, which would administer 
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the law, has submitted a favorable report with the approval of the 
Bureau of the Budget. 


APPLICABILITY OF PROVISIONS 


By its terms, S. 2629 would apply only to public lands of the Federal 
Government which are classified or known to be valuable for coal in 
which there are lignite deposits, beds, or seams containing fissionable 
source materials directly associated with the lignite. Such lands 
must be subject to disposition under the mineral leasing laws, and 
open to mining location and entry under the act of August 13, 1954 
(68 Stat. 708), “the so-called multiple-purpose bill of the 83d Congress 

The measure is of general applicability to such lands anywhere in 
the United States. In fact, however, lignite deposits possibly con- 
taining source mate rial for atomic ene rgy are now known to occur to 
any substantial extent only in the States of North and South Dakota, 
Montana, and Wyoming. 

In some of these areas, notably in South Dakota, uranium ore of 
quite high grade has been found in association with lignite. The 
lignite itself hs as little commerical value at present, and where mined 
at all is used for limited local purposes only. The price fixed in the 
bill of 10 cents a ton for the lignite mined in the course of obtaining 
the fissionable source materials is in line with the price received by 
the Bureau for nonsource material lignite. 

It is the committee’s view that enactment of S. 2629 will encourage 
prospecting for and discovery in other coal lands of uraniferous 
lignite, and may also give an impetus to development of processing 
and using lignite as well as providing for the development of what 
may be very substantial additional supplies of source materials for 
atomic energy. 

EXPLANATION OF PROVISIONS 


Section 1 of S. 2629 affirmatively opens lands of the type specifically 
described to location and entry under the mining laws upon discovery 
of a valuable source material. It sets forth the rights, limitations 
and restrictions that would apply to any such claims and patents. 

The filing of a copy of the mining location notice with the Bureau 
of Land Management; the annual reporting of the amount of lignite 
mined or stripped in the recovery of valuable source material, in- 
cluding lignite not containing valuable source material which is neces- 
sary to be stripped or mined in the removal of lignite containing source 
material; and the payment of 10 cents per ton for all lignite mined or 
stripped is required of the claimant to the mining location. 

This section also provides that any mineral patents issued under the 
provisions of the act shall be made subject to the recording and pay- 
ment requirements and shall contain a reservation to the United States 
of all Leasing Act minerals owned by the United States other than 
lignite containing valuable source material and lignite necessary to 
be stripped or mined in the recover v of such material. 

In addition, section 1 stipulates that extralateral rights shall not 
attach to mining claims located and mineral patents issued under the 
provisions of the act. This restriction is considered necessary because 
of the relatively flat, blanket-type nature of lignite deposits. 
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Procedure for perfecting titles to claims located prior to May 25, 1955 

Section 2 sets forth a simple procedure for validating any mining 
location based on the discovery of valuable source material within a 
lignite deposit and located in a manner prescribed under the mining 
laws of the United States prior to May 25, 1955. 

The locator of such mining claim is required to post on the claim 
and file for record an amended notice of the mining location stating 
that such amended notice is filed pursuant to the provisions of the 
act and for the purpose of obtaining the benefits thereof. A copy 
of the amended notice is required to be filed with the Bureau of Land 
Management. Compliance with these requirements must be effected 
within 180 davs from and after the effective date of the act. 

Mining claims validated under section 2 are subject to the pro- 
visions of section 1, including the limitation with respect to extra- 
lateral rights. 

The committee adopted the date Senator Case’s original bill 
(S. 2067) was introduced as the desirable cutoff date for validating 
said mining claims heretofore located. It is assumed that those 
who located such mining claims subsequent to that date have pro- 
ceeded with knowledge of the risk involved. 


Rights given to mining locations made under Public Law 585 

Under Public Law 585, à mining location carries with it the right to 
cause damage to deposits of Leasing Act minerals, including lignite 
coal, where and to the extent that it is not reasonably practicable to 
avoid such damage in order to mine and remove locatable minerals, 
including valuable source material. Public Law 585 does not provide 
that payment be made for such damage to Leasing Act minerals 
unless they are held under lease by others. Such damage is not limited 
as to degree or type. 

The committee notes that mining locations under Publie Law 585 
do not carry title to coal or other Leasing Act minerals within such 
mining locations or the right to dispose of Leasing Act minerals con- 
taining valuable source materials or other locatable minerals to which 
the locator may claim title. 

Section 3 provides that mining locations made as described above 
shall include the right to mine, remove, and dispose of lignite con- 
taining valuable source material and lignite necessary to be stripped 
or mined in the recovery of lignite containing valuable source material, 
subject to the reporting and payment requirements of section 1 of 
the act; the provisions of the Atomic Energy Act of 1954 (68 St. 
919); and the filing of adequate descriptions of such claims with the 
Bureau of Land Management. 

A savings clause provision is inserted at the end of the section, 


Rights of owners to patented lands in which the United States has reserved 
coal deposits 

The entryman or owner of any land, including lands granted to 
States, with respect to which only the coal deposits have been reserved 
to the United States, heretofore has been presumed to have possessed 
fee simple title to all other minerals in the land, including valuable 
source materials, regardless of the host material or the mode of 
occurrence, 

Section 4 would give the entryman or owner of such land or the as- 
signee of rights therein, excepting lands embraced within a coal- 
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prospecting permit or lease, the exclusive right to mine, remove, and 
dispose of lignite containing valuable source material occurring therein 
and lignite necessary to be stripped or mined in the course of mining 
lignite containing such material. Such right would be subject to the 
reporting and payment requirements of section 1 of the act; to the 
provisions of the Atomic Energy Act of 1954; and to the filing of a 
description of the land with the Bureau of Land Management. 

Sections 4 and 5 of the bill take cognizance of conflicting interests 
between the entryman or owner who has title to any valuable source 
material contained in lignite occurring in his lands and the lessee who 
has acquired the right to mine and dispose of such lignite through a 
lease agreement with the United States which reserved the coal in 
such lands at the time the lands were entered, granted, or patented. 

The committee feels that such conflict of interests should be re- 
solved by the parties concerned or, failing that, by the local courts 
and not through legislation. 

The committee is informed that there are approximately 30 coal 
leases, covering a little more than 5,000 acres, on the public lands in 
South Dakota, North Dakota, and Montana. It is said that these 
leases are not in the areas in which uranium has been found in lignite. 
Therefore, few conflicts between owners of patented lands and lease- 
holders are anticipated. 

Rights granted to those holding coal leases under mineral leasing laws 

Section 5 provides that, with the exception noted below, those hold- 
ing coal — issued under the mineral leasing laws prior to the date of 
this act, or thereafter if based upon a prospecting permit issued prior 
to that dats: shall have the exclusive right, upon the discovery of 
valuable source material in deposits of lignite coal situated within the 
leased lands, to locate such source material under the provisions of the 
act. It is stipulated that the mining and disposal of such source 
material shall be subject to the operating provisions of the lease and 
to the provisions of the Atomic Energy Act of 1954. 

It is provided, however, that the provisions of this section shall not 
ipply to coal prospecting permits or leases on lands embraced within 
entered, granted, or patented lands described in section 4 of the act. 
The reason for this proviso is set forth under the explanation of that 
Section. 

Definitions 

Section 6 is a definition section which permits economy of language 
throughout the bill. 

The definition of “lignite” refers to a coal classification standard 
established by the American Society for Testing Materials and to 
coal-land classification standards — by the Secretary of the 
Interior and prescribed in section 30, Code of Federal Regulations, 
part 201. 

Lignite coal classified under ASTM designation “D 388-38" is 
referred to as a consolidated material with a moist B. t. u. content of 
less than 8,300 on a mineral-matter-free basis. The land classification 
standards established by the Secretary of the Interior and prescribe е 
in section 30, Code of Federal Regulations, part 201, is set forth i 
this report following the Department reports. 
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Disbursement of moneys received under the act 


Section 7 provides that all moneys received under the provisions of 
the act shall be paid into the Treasury of the United States and 
distributed in the same manner as provided in section 35 of the 
Mineral Leasing Act of 1920, as amended, and section 9 of the Alaska 
Coal Leasing Act of October 20, 1914 (38 Stat. 741). 


Rules and regulations authorized 

Section 8 authorizes the Secretary of the Interior to issue such rules 
and regulations as may be necessary or appropriate to effectuate the 
purposes of the act. 


Saving clause 

Section 9 provides that nothing in the act shall be deemed to amend 
or repeal any provisions of the act of August 13, 1954 (68 Stat. 708), 
nor any right granted thereunder. 


Limitation 


On the recommendation of the Department of the Interior, the 
committee has added a new section, section 10, to S. 2629 as intro- 
duced to limit the time during which lands subject to the bill should 
be open to entry and location to a 20-year period. The President, 
however, would be authorized to extend that period an additional 10 
years by Executive order. 

CONCLUSION 


On the basis of oral testimony and written evidence, the committee 
is of the opinion that there is an urgent need for the proposed legisla- 
tion, both in the overall national interest, and to do equity to a num- 
ber of good-faith uranium prospectors and miners who have found val- 
uable source materials and have attempted to locate them in good 
faith. Without legislation of this type, development of the source 
materials in the lignite lands, believed to be very substantial in quan- 
titv and at least some of high grade, will be greatly retarded. 

The bill provides the statutory authority required for the mining 
and removal of uranium-bearing lignite coal found in the publie lands 
of the United States; it clears title complications to a Mwiet number of 
mining claims located in good-faith compliance with the mining laws; 
and it will serve to further the exploration and development of uran- 
ium-bearing lignite-coal deposits considered by the Atomic Energy 
Commission as an important potential source of uranium. 

The committee points out that S. 2629. if enacted, would serve to 
supplement the mining and mineral leasing laws of the United States 
and would not amend or repeal such laws or limit or restrict any rights 
acquired thereunder. 

However, the committee wishes to emphasize that its acquiescence 
in the requirement for the filing of a copy of location notices with the 
United States district land office, or any other Federal agency, is not 
to be regarded as a precedent in any way, either for the partic ‘ular pro- 
vision or for piecemeal amendment or change in the general mining 
law. 

Filing with a Federal agency, rather than in local offices where the 
claims are located, is a departure from settled policy of which the com- 
mittee does not approve except in the case of special problems such as 
this bill attempts to solve. The justification in this instance lies in 
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the fact that the lignite coal is presently subject to Federal lease, and 
under the bill, a royalty of 10 cents a ton must be paid to the Govern- 
ment on the lignite mined in connection with extraction of source 
material ores. It is therefore necessary for the mining claim locator 
to file his location notice in the Bureau of Land Management office 
where a coal lease application would have to be filed. 


DEPARTMENTAL REPORTS 


A favorable report on S. 2278, a predecessor bill to S. 2629, has been 
received from the Department of the Interior. 'The Department's 
report states that the Bureau of the Budget has no objection. The 
committee invites attention to these statements in the Department’s 
report: 


* * * There is no statutory provision governing the mining of uranium-bearing 
lignite. Since we understand that methods are being developed by which lignite 
can be economically processed for recovery of uranium, and since there is a press- 
ing national need for uranium, we believe it essential that 5. 2278 be enacted, if 
amended to read along the lines of the attached draft. 


A statement favoring the proposed legislation was presented to the 
House Committee by the Atomic Energy Commission, and the Senate 
committee is informed that a formal report, supporting the measure is 
prepared for submission. 

The Interior Department’s report transmits a redraft of Senator 
Case’s bill, and the committee, after hearing and consideration, has 
adopted the redraft in its entirety. Senator Case concurs in the 
committee’s action. 

The report is as follows: 


UNITED STATES DEPARTMENT OF THE INTERIOR, 
OrrICE OF THE SECRETARY, 
Washington 25, D. C. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington 25, D. C. 

My Dear Senator Mvrray: Thisisin reply to your request for the views of 
this Department on S. 2278, a bill to provide for entry and location, on discovery 
of a valuable source material, upon public lands of the United States classified 
as or known to be valuable for coal, and for other purposes. 

There is enclosed for your consideration a redraft of S, 2278 embodying certain 
amendments recommended by this Department. If S. 2278 is so amended, we 
recommend that it be enacted. Our comments below are all directed to the 
proposed redraft of S. 2278. 

Section 1 of S. 2278 provides that public lands of the United States classified 
or known to be valuable for coal subject to disposition under the mineral leasing 
laws and open to location and entry subject to the conditions and provisions of 
the act of August 13, 1954 (68 Stac. 708), and not embraced within & coal pros- 
pecting permit or lease, shall also be open to location and entry upon the discov- 
ery of a valuable source material in such lands within any seam, bed, or deposit 
of lignite. ''Source material" and “‘lignite’’ are defined in section 6; the latter 
as “coal classified as ASTM designation: D3S88-38, according to standards 
established in the American Society for Testing Materials on Coal and Coke by 
Rank," contained in certain publie land deposits, Source material" means 
uranium, thorium, or any other material which is determined to be source material 
by the Atomic Energy Commission pursuant to section 61 of the Atomic Energy 
Act of 1954 (68 Stat. 919). Section 1 of the bill would also require that à copy 
of the notice of any mining location made for source material occurring in such a 
bed, seam, or deposit be filed for record in the land office of the Bureau of Land 
Management for the State in which the claim is situated within 90 days of its 
location, and that the claimant to such a location report annually the amount of 
lignite mined or stripped in the recovery of valuable source material and pay & 
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royalty of 10 cents per ton thereon. Any mineral patents issued under the bill 
would be subject to those reporting and payment requirements, and would con- 
tain a reservation to the United States of all .easable minerals other than lignite 
containing valuable source materials. 

Section 2 provides that a mining location under the mining laws of the United 
States, made on lands of the character specified in paragraph 1 hereof prior to 
May 25, 1955, if based upon a discovery of valuable source material containing 
lignite, will be effective to the same extent as if such lands at the time of loca- 
tion, and at all times thereafter, had not been classified as or known to be valu- 
able for coal subject to disposition under the mineral leasing laws, but that 
location would be subject to the provisions of section 1. No extralateral rights 
would attach to anv mining location validated under section 2. Moreover, the 
locator of such a mining claim would be required to comply with certain provi- 
sions relating to the posting and filing of notice of the location. A copy of the 
notice would have to be filed with the Bureau of Land Management within 180 
days. 

Section 3 provides that any mining location made under the mining laws of 
the United States, including the act of August 13, 1954, on lands of the character 
described in section 1 of the bill, except locations made for lands withinthe 
exterior boundaries of a prior coal prospecting permit or lease, if based upon a 
discovery of valuable source material in deposits other than deposits of Leasing 
Act minerals, shall include the right to mine, remove, and dispose of the lignite 
containing the valuable source material and any lignite necessarv to be stripped 
or mined in the recovery of the source material contained in lignite. The right 
to mine, remove, and dispose of this lignite would be subject to the reporting 
and payment requirements of section 1 and the provisions of the Atomie Energy 
Act of 1954, and would be contingent upon the filing in the land office designated 
in section 1 of an acequate description of the claim or claims containing the 
lignite in question. A proviso to section 3 makes it clear that nothing in the 
section would limit or restrict any rights acquired by virtue of a mining claim, 
heretofore or hereafter located under the mining laws, or impose any additional 
obligation with respect to the mining and removal of source material which does 
not oecur within any seam, bed, or deposit of lignite 

Section 4 would give the entryman or owner of any Iend, including lands granted 
to States with respect to which the coal deposits have been reserved to the United 
States pursuant to the act of March 3, 1909 (35 Stat. 844), or the act of June 22, 
1910 (36 Stat. 583), excepting lands embraced within a coal prospecting permit or 
lease, or the assignee of rights in such land, upon the discovery of valuable source 
material in lignite situated within his entered, granted, or patented lands, the 
exclusive right to mine, remove, and dispose of the lignite containing such source 
material and the lignite which must be stripped or mined in the recovery of such 
material, if, except for the reservation of coal to the United States, he would have 
the right to mine and remove such source material. However, he would be sub- 
ject to the reporting and payment requirements of section 1 and the provisions of 
the Atomie Energy Act of 1954, and would have to file in the designated land 
office a description sufficient to identify the land containing such lignite 

Section 5 would give the holder of a coal lease or a prospecting permit issued 
prior to the date of the bill’s enactment an exclusive right to locate valuable 
source material found in any coal bed or deposit situated within the leased lands. 
The mining and disposal of such source material would be subject to the operating 
provisions of the lease and the provisions of the Atomic Energy Act of 1954. 
However, the provisions of section 5 would not be anplicable to coal prospecting 
permits or leases embraced within entered, granted, or patented lands of the type 
described in section 4. 

Section 6 contains various definitions. Section 7 provides for the distribution 
of moneys received under the provisions of the bill, and section 8 provides that the 
Secretary of the Interior would be authorized to issue rules and regulations to 
effectuate the purposes of the bill. Section 9 states explicitly that nothing in the 
bill would amend or repeal any provision of the act of August 13, 1954, or any 
right granted thereunder. 

Section 10 would provide that all lands subject to the provisions of section 1 
shall be withdrawn from all forms of entry under the bill 20 vears after the effective 
date of the act. All claims made pursuant to the provisions of the bill would 
expire at that time except for claims for which patent had already been issue'!, 
and claims on which application for patent had already been made and on whic 
patent is subsequently issued. The President could provide by Executive order 
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that the provisions of section 10 would not become effective “er °° ner than 
20, vears. 

The act of August 13, 1954, and the Atomic Energy Act of 1. 54 established 
а policy to promote the exploration of fissionable source materials. In certain 
areas, particularly in North and South Dakota, uranium has been found in de- 
posits of lignite and, following those discoveries, there has been a rush to stake 
claims. Although the two statutes cited above did establish a general policy, 
there is no statutory provision governing the mining of uranium-bearing lignite. 
Since we understand that methods are being developed by which lignite can be 
economically processed for the recovery of uranium, and since there is a pressing 
national need for uranium, we believe it essential that S. 2278 be enacted, if 
amended to read along the lines of the attached draft. 

However, lignite deposits are among the Nation's most important energy 
reserves. It is true that the present demand for lignite, particularly in the areas 
to which it is assumed that this bill will prove most applicable, is not sufficiently 
great to render the mining of lignite economically justified. Nevertheless, we 
cannot be certain that economie conditions in the future will not justify the 
development of our lignite resources. Therefore, we believe that the time during 
which lands may be open to location and entry under this bill should be limited. 
For this reason, we suggest & 20-vear period; the President should be authorized, 
however, to extend that period for an additional 10 vears. 

The Bureau of the Budget has advised that there is no objection to the presenta- 
tion of this report to vour committee. 

Sincerely yours, 
———— ———., Secretary of the Interior. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., July 27, 1955. 
Hon. James E. MURRAY, 
Chairman, Committee on Interior and Insular Affairs, 
Unites States Senate, Washington 25, D. C. 

My Dear MR. CHAIRMAN: This is in reply to your request for the views of the 
Bureau of the Budget with respect to 5. 2067, to provide for the location of claims 
and the mining of source material found in lands that also contain deposits of 
lignite, and S. 2278, to provide for entry and location, on discovery of a valuable 
source material, upon publie lands of the United States classified as or known to 
be valuable for coal, and for other purposes. 

It is our understanding that uranium has been found in deposits of lignite in 
certain areas, particularly North and South Dakota, but that there is no statutory 
provision governing the mining of uranium-bearing lignite. These bills would 
provide that provision. 

In the report which the Department of the Interior is submitting to you, certain 
amendments to these bills are recommended. If so amended, this Bureau would 
have no objection to the enactment of either 3. 2067 or З. 2278, 

Sincerely yours, 
Pencx RAPPAPORT, Assistant Director. 





STATEMENT ON BEHALF oF A'romic Enincx Commission RELATING TO H. R. 6471, 
A COMPANION MEASURE то S. 2629, PRESENTED BEFORE THE Houses Cow- 
MITTEE ON INTERIOR AND INSULAR AFFAIRS, JUNE 22, 1955, BY CHARLES W. 
Тому, SPECIAL ASSISTANT TO THE DirectToR, Diviston or Raw MATERIALS, 
AToMIC ENERGY COMMISSION 


The discovery of uranium-bearing lignite coal on the publie domain in western 
South Dakota and North Dakota and eastern Montana has created a great deal 
or uranium exploration activity in these areas. Upon the basis of data presently 
available it appears that these deposits offer promise of becoming an important 
source of uranium. Many of the occurrences which have been examined contain 
significant quantities of U;0s. Exploration and development undertaken to date 
have been insufficient to establish continuity of uranium mineralization through- 
out the lignites, particularly in areas where the beds are covered by heavy over- 
burden. However, a preliminary reconnaissance of a portion of western South 
Dakota by our geologists has proved sufficiently encouraging to warrant & more 
extensive survey which is now underway to determine ore potentialities. 
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Assays of uraniferous lignites from South Dakota have run as high as 7 percent 
U0; in selected hand specimens but the average content of the indicated and 
inferred ore in deposits which have come to our attention is on the order of 0.35 
percent. The grade of lignites in the same locality is equallv variable and some 
are so impure as to prohibit their use as a fuel. The Dakota lignites and those 
in adjacent areas, which show the greatest promise as a source of uranium, varv 
considerably in their overburden. Our knowledge of their uranium content is 
based primarily on assavs of lignite outcropping at the surface. Beyond such 
exposures, ranging in thickness from 10 inches to 30 inches, the overburden may 
increase to hundreds of feet. The quantity of contained uranium, of course 
determines the mining costs which may be supported by a uraniferous lignite 
deposit and, in turn, the depth of overburden which may be stripped from it 
econo nieallv 

Although lignite beds of small to large extent oceur in areas other than the 
Dakotas and eastern. Montana, our investigations to date have not revealed 
the occurrence of significant quantities of uranium associated with lignite in 
such other areas. 

The Commission does not now have a buving program for lignite coal contain- 
ing uranium. The uraniferous lignites are not amenable to economic treatment 
by any of the processes in use in existing urenium-ore processing plants, and as 
vet a satisfactory process for recovering uranium from this material is not known 
to the Commission. However, we have acquired small lots of uranium-bearing 
lignite originating in northwestern South Dakota for metallurgical investigation, 
and testing is being conducted to develop applicable uranium-recovery methods, 
This work is being carried on at the Commission’s Raw Materials Development 
Laboratory located at Winchester, Mass., at the Columbia University Minerals 
seneficiation Laboratory, New York City, and at the ore-dressing laboratory of 
he United States Bureau of Mines, Denver, Colo. The Commission is prepared 
0 pilot plant at facilities loeated at Grand Junction, Colo., promising methods that 
may be worked out 

In addition to the problem of developing a satisfactory recovery method there 
are problems in connection with stockpiling. One difficulty would be that of 
excess. ve dust loss because the material, when exposed to the air, weathers and 
decrepitates into fines. Secondly, there would be a problem in connection with 
the possible spontaneous combustion of the stored material, whieh night result 
in a refractory ash from which the percentage of uranium recovery would be very 
low. It is believed that the most practical approach would be one where the 
material as mined would be fed to process to avoid the materials bandling diffi 
culties incident to stoekpiling 

Development of an economic method of recovery and solution of the problems 
involved in stockpiling would furnish a basis for purchasing this material, should 
a means be provided whereby rights could be obtained to mine uraniferous lignites 
found on the publie domain, 

A method of recovering uranium from the lignites definitely can be developed. 
As we see it, the problem is one of economies The eost of treatment will have a 
direct bearing upon the price which may be established for lignite. Another 
important economic factor is the quantity of lignite available, since this will govern 
the size of a milling operation. Ore reserves and mining cost estimates need 
further study and development. We believe that private industry is now prepared 
to conduct such studies if the problem of title to the uraniferous lignites is resolved. 

We understand it to be the view of the Bureau of Land Mansgen ent that 
uranium found in lignite beds on the public lands is not subject to loestion under 
the mining laws. The prorosed legislation which enrears to permit the location 
of mining claims on ceposits of urarium-bearing lignite would, in ovr opinion. 
provide a satisfactory means for the exploration and development by private 
parties of this important rotential source of uranium. 

This statement has not been cleared bv the Bureau of the Budget due to time 
limitations. 


і 
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COAL LAND CLASSIFICATION STANDARDS ESTABLISHED BY THE SECRE- 
TARY OF THE INTERIOR (AS PRESCRIBED IN THE CFR, SEC. 30, PT. 201) 


From the classification set out below and the ASTM designation, 
“lignite,” as used in the bill, means a consolidated material having a 
heat value of not less than 8,000 B. t. u. and not more than 8.300 
B. t. u. on the bases referred to, and a coal deposit having a minimum 
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thickness of, or equivalent to, 38 inches for coal having a heat value of 
8,000 B. t. u. on an air-dried basis, with slightly less minimum thick- 
nesses for material grading up to the maximum heat value of coals 
designated as lignite. 

The coal land classification standard established by the Secretary 
of the Interior is set out following: 


CopE or FEDERAL REGULATIONS, SECTION 30 


PART 201—CLASSIFICATION OF PUBLIC COAL LANDS 


Sec. 
201.1 Conditions necessary for classification of land as coal land. 
201.2 Classification by quarter-quarter sections or surveyed lots, 
2013 Review of classification. 
Authority: Parts 201.1 to 201.3 issued under sec. 1, 20 Stat. 394; 43 U. 8, C. 31. 
Source: Parts 201.1 :» 201.3 contained in Regulations, February 20, 1913 (41 L. D. 528). 
Cross Reference: For Bureau of Land Management regulations relating to public mineral lands, see 43 
CFR Parts 185, 187, 191-198, 200. 

201.1 Conditions necessary for classification of land as coal land. Land shall 
be classified as coal land if it contains coal having: 

(a) Minimum heat value.—4A heat value of not less than 8,000 B. t. u. on an air- 
dried, unwashed or washed, unweathered mine sample. 

(b) Minimum thickness.— A thickness of or equivalent to 14 inches for coals 
having a heat value of 12,000 B. t. u. or more, increasing 1 inch for a decrease from 
12,000 to 11,000 B. t. u., l inch for a decrease from 11,000 to 10,500 B. t. u., 1 inch 
for each decrease of 250 B. t. u. from 10,500 to 10,000, and 1 inch for each decrease 
of 100 B. t. u. below 10,000. 

(c) Depth below surface varying with thickness and heat value; exceplions.— А 
depth below the surface for a bed of coal 6 feet or more thick of not more than 
100 feet for each 300 В, t. u. or major fraction thereof, and for a bed of minimum 
thickness for that coal a depth of not more than 500 feet, and for beds of any 
thickness between the minimum and 6 feet a depth directly proportional to that 
thickness within these limits provided that, if the coal lies below the depth limit 
but within a horizontal distance from the surface not exceeding 10 times the depth 
limit or if its horizontal distance from the foot of a possible shaft (not deeper than 
the depth limit) plus 7.5 times the depth of such shaft does not exceed 10 times 
the depth limit, the land shall be classified as coal land: Provided further, That 
the depth limit shall be computed for each individual bed, except that where two 
or more beds occur in such relations that they mav be mined from the same open- 
ing the depth limit may be determined on the group as a unit, being fixed at the 
center of weight of the group, no coal that is below the depth limit thus determined 
to be considered. 

201.2 Classification of quarter-quarter sections or surveyed lots. Classifica- 
tion shall be made by quarter-quarter sections or surveyed lots.! 

201.3 Review of classification. Review of classification may be had only оп 
application therefor to the Secretary, accompanied by a clear and specific state- 
ment of conditions not existing or not known to exist at the time of examination. 


_——— 


! Instructions, February 16, 1915 (43 L. D. 520). 
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84TH CONGRESS і ЗЕХАТЕ ] REPORT 
Ist Session No. 126 


EXCISE TAX ON CUTTING OILS 


JULx 29, 1955.—oOrdered to be printed 


Mr. Bvnn, from the Committee on Finance, submitted the following 
m 


REPORT 


[To accompany Н. В. 4581] 


The Committee on Finance, to whom was referred the bill (H. R. 
4581) to amend the Internal Revenue Code of 1954 with respect to 
the tax on cutting oils, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


By virtue of this act, the Committee on Finance accepts the report 
of the Committee on Ways and Means, which is as follows: 


PURPOSE OF BILL 


This bill, as reported, revises the application of the lubricating oils excise tax 
in the case of cutting oils to provide that the tax on such oils is to be 3 cents per 
gallon. Under present law the tax on cutting oils is 6 cents per gallon but not 
more than 10 percent of the manufacturer’s price. The bill also provides tha 
the term “cutting oils” is to mean oils “sold for use in” cutting and machining 
operations (including forging, drawing, rolling, shearing, punching, and stamping) 
on metals, rather than oils “used primarily” in such operations and “known com- 
mercially as” cutting vils. This bill is to take effeet on the first dav of the first 
calendar quarter beginning more than 10 days after the enactment of this bill 


REASONS FOR BILL 


In the Excise Tax Reduction Act of 1954 Congress reduced most ad valorem 
excise taxes to a 10-percent rate. In addition, that act provided that in the case 
of certain excises levied on a specific basis, the tax otherwise imposed was not to 
exceed 10 percent of the manufacturer’s price. In the case of the tax on lubricat- 
ing oil, it was provided that oils used for cutting and machining operations on 
metals and known commercially as cutting oil were to be subject to a limitation 
of this type. 

The tax of 3 cents a gallon provided by the bill is expected to result in a tax 
which will average about the same as the tax of 10 percent of the manufacturer’s 
price. The specific gallonage tax, rather than an ad valorem tax, is preferred in 
the case of cutting and other lubricating oils because the industry is accustomed 
to this type of tax and because this provides a uniform tax irrespective of whether 
the manufacturer sells at the wholesale or retail level. 

The industry has also had difficulty with the definition of “cutting oils” placed 
in the Internal Revenue Code by the Excise Tax Reduction Act of 1954. This 
act provided that cutting oils meant oils “used primarily in” cutting and machining 
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2 EXCISE TAX ON CUTTING OILS 


operations on metals and “known commercially as” cutting oils. However, there 
is no uniform agreement as to what oil is “used primarily in” and “known com- 
mercially as” cutting cils, since various lubricating oils are used for such purposes. 
For that reason this bill provides instead that the term ''cutting oils'' means oils 
“sold for use in" such operations. 

The bill also adds a new subparagraph (I) to section 6416 (b) (2) of the 1954 
code providing for credits or refunds in the case of lubricating oils used or resold 
for use as cutting oils. The credit or refund is to be available with respect to 
oil on which a 6 cents per gallon tax was paid, which was used or resold as cutting 
oil after the effective date of this bill. The credit or refund is not to exceed an 
amount computed at the rate of 3 cents a gallon 

This bill is to take effect on the first day of the first calendar quarter which 
begins more than 10 davs after the enactment of this bill. 

It is estimated that the revenue effect of this bill will be negligible. 

This bill has been reported unanimously by your committee. 


CHANGES IN EXISTING LAW 
In the opinion of the Senate it is necessary in order to expedite the 


business of the Senate to dispense with the requirement of subsection 


4 of rule XXIX of the Standing Rules of the Senate. 
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BATH CONGRESS l SENATE ў REPORT 
No. 1261 


Ist Session 


—-———— 


PROVIDING FOR CONVEYANCE OF LAND WITHIN THE 
GRAPEVINE DAM AND RESERVOIR PROJECT TO THE 
CITY OF GRAPEVINE, TEX. 


JvLY 29, 1955.—Ordered to be printed 


Mr. CHavez, from the Committee on Public Works. submitted the 
following 


REPORT 


(To accompanv H. R. 6634) 


The Committee on Public Works, to whom was referred the bill 
(H. R. 6634) to provide for the conveyance of 1.8 acres of land, more 
or less, within the Grapevine Dam and Reservoir project to the city 
of Grapevine, Tex., for sewage disposal purposes, having considered 
the same, reports favorably thereon without amendment and recom- 
mends that the bill do pass. 
The purpose of H. R. 6634 is to authorize and direct the Secreta 
of the Army to — to the city of Grapevine, Tex., a portion of 
tract A-28 within the Grapevine Dam and Reservoir project, not to 
exceed 2 acres, required by the city for tlie expans ion of its sewage- 
treatment plant located on adjoining land belonging to the city. The 
conveyance would а bv quitelaim deed and without monetary con- 
sideration therefor, but on condition that in the event the property so 
conveyed shall feil or cease to be used for disposal purposes, the title 
thereto shall revert to and revest in the United States. The convey- 
ance would be subject to such reservations, including fiowage ease- 
ments, restrictions, terms, and conditions, as the Secretary of the 
Army 'determines to be necessary in the interest of the United States. 


GENERAL STATEMENT 


The Grapevine Reservoir is located in Tarrant and Denton Counties, 
Tex., on Denton Creek, 11.7 miles upstream from its confiuence with 
the Elm Fork of the Trinity River and about 20 miles northwest of 
Dallas, Tex. The project was authorized by the River and Harbor 
Act approved March 2, 1945. The dam is 137 feet high. The 
reservoir provides a storage capacity of 238,250 acre-feet for flood 
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control, 161,250 acre-feet for conservation purposes, and a sedimenta- 
tion reserve of 36,000 acre-feet. The reservoir has an area of 12,740 
acres at flood-control pool elevation, and extends 22.2 miles upstream. 
The project is essentially complete at a cost of $10,332,000. 

The parcel of.land referred to in H. R. 6634 is a portion of a larger 
tract of land embracing 18.3 acres acquired by the United States in 
1952 for the Grapevine Dam and Reservoir project. This parcel 
adjoins a tract of land owned by the city of Grapevine and used as 
the site for its sewage-treatment plant. The city has recently com- 
pleted a stu. v of engineering plans for the expansion of its sewage- 
treatment svstem and has adopted a plan wbich involves the use of 
the approximately 1.8 acres identified in the bill. To assist the city 
in carrying out its plan, the Department of the Army has recently 
granted the city a lease of the 1.8 acres for a term of 50 years beginning 
July 1, 1955, at an annual rental of $25. The lease prohibits any 
structures for human habitation on the leased property below con- 
tour elevation 572 feet. 

The committee understands that the city is obtaining the funds 
needed for the proposed expansion through a bond issue and that it 
desires conveyance of title to the leased property because of the 
extensive improvements which its expansion plans entail. These 
plans include construction of a levee to protect the sewage-disposal 
plant from flooding. The construction of the levee will also serve 
to protect. the reservoir waters from pollution which could otherwise 
occur through the flooding of the sewage-treatment plant. 

The enactment of H. R. 6634 will not involve the expenditure of any 
Federal funds. 

The Department of the Army offers no objection to the legislation 
as set forth in the letter to the chairman of the House Committee on 
Public Works dated July 15, 1955, as follows: 

DEPARTMENT OF THE ARMY, 
Washington, D. C., July 15. 1958. 
Hon. CHARLES A. BUCKLEY 
Chairman, Committee on Public Works, 
House of Representatives. 

Dear Mr. CuairMAn: Reference is made to your request for the views of the 
Department of the Army with respect to H. R. 6634, 84th Congress, a bill to 
provide for the conveyance of 1.8 acres of land more or less within the Grapevine 
Dam and Reservoir project to the city of Grapevine, Tex., for sewage disposal 
purposes 

The Devartment of the Army is not opposed to the enactment of this bill. 

The purpose of H. R. 6634 is to authorize and direct the Secretary of the 
Army to convey to the city of Grapevine, Tex., a portion of tract A-28 within 
the Grapevine Dam and Reservoir projeet, not to exceed 2 acres, required by the 
citv for the expansion of its sewage-treatment plant located on adjoining land 
belonging to the city, the convevance to be by quitclaim deed and without mone- 
tary consideration therefor, but on condition that in the event the property so 
conveyed shail fail or cease to be used for disposal purposes, the title thereto shall 
revert to and revest in the United States: and subject to such reservations, includ- 
ing flowaqe easements, restrictions, terms, and conditions, as the Secretary of the 
Army determines to be necessary in the interest of the United States 

The parcel of land referred to in the bill is a portion of a larger tract of land 
embracing 18.3 acres acquired Бу the United States in 1952 for the Grapevine 
Dam and Reservoir project. This parcel adjoins a tract of land owned by the 
city of Grapevine and nsed as the site for its sewage-treatment plant The city 
has recently completed a study of engineering plans for the expansion of its 
sewazé-treatment system and has adopted a plan which involves the use of the 
approximatelv 1.8 aeres identified in the bill. To assist the city in carrying out 
its plan, the Department of the Army has recently granted the city a lease of the 
1.8 acres for a term of 50 years beginning July 1, 1955, and ending June 30, 2005 














i 
КУ 


п ДАГ 


1 





CONVEYANCE OF LAND TO GRAPEVINE, TEX. 3 


in accordance with its request and pursuant to the authority contained in the act 
of Congress approved August 5, 1947 (61 Stat. 774). The lease provides for the 
payment of an annual rental of $25. It also prohibits any structures for human 
habitation on the leased property below contour elevation 572 feet. 

The Department of the Army is informed that the city is obtaining the funds 
needed for the proposed expansion through a bond issue and that it desires con- 
veyance of title to the leased property because of the extensive improvements 
which its expansion plans entail. "These plans include construction of a levee 
to protect the sewage-disposal plant from flooding. The construction of the levee 
will also serve to protect the reservoir waters from pollution which could other- 
wise occur through the flooding of the sewage-treatment plant. Therefore, if 
H. R. 6634 is enacted, the construction of the levee will be a condition of the con- 
vevance. 

While the Department of the Army is not opposed to the conveyance of title 
of the land to the city, it should be noted that the Federal Property and Admin- 
istrative Services Act of 1949 (67 Stat. 884) as amended, contains authority for 
disposition of surplus property determined by the Secretary of Health, Education, 
and Welfare to be suitable for use for public health purposes, under certain terms 
and conditions more particularly set forth in the act and regulations published by 
the General Services Administration. The committee mav wish to obtain an 
expression of views of the General Services Administration as to the adequacy of 
existing laws and regulations governing the disposition of surplus property to 
achieve substantially the objectives of the bill, thus making its enactment unneces- 
sary. 

The enactment of this measure will not involve the expenditure of any Federal 
funds. 

Inasmuch as the committee has requested that the report be expedited, it is 
submitted without a determination by the Bureau of the Budget as to whether or 
not it conforms to the program of the President. As soon as such advice is re- 
ceived it will be forwarded to your committee. 

Sincerely yours, 
ROBERT T. STEVENS, 
Secretary of the Army. 
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84ти CoNcnrss SENATE ў REPORT 


Ist Session 1 No. 1262 


REFUND OF TAX ON DISTILLED SPIRITS AND WINES 
RENDERED UNMARKETABLE AS RESULT OF HURRI- 
CANES OF 1954 


Mr. Byrp, from the Committee on Finanee, submitted the following 
REPORT 
“То 


the bill (H. 


to providt 


T] e Committee on Finance. 10 whom was refi red 
5249) to amend the Internal Revenue Code of 


refund or credit of internal revenue taxes and custom duties paid on 
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distilled spirits and wines lost, rendered unmarketable, or condemned 
by health authorities as a result of the hurricanes of 1954, having cor 
sidered the same, report favorably thereon without amendment 
recommend that the bill do pass. 

By virtue of this act, the Committee on Finance accepts the 
of the Committee on Was s and Means, which is 


1] 
LOLLOWS: 


This bill provides for 
makers, or rectifiers for t? 
tilled spirits and wine 


authorized health official, 


Your committee believes that in view of th« 
beverages, it is desirable to provide for refunds of taxi here heavv losses 


re sustained in a general emergenev bv dealers 21 ther persons 1 ling tax- 
а 


paid stocks of such produets. This bill grants r milar to that provided fo 
spirits di stroved by the 1951 fle ods by section JO f tne Reve nue XM 5 
except that this bill includes wines and winema , and it provides tl 

or wines condemned by a duly authorized health official are within the 

the provision. 


GENERAL STATEMENT 


The bill authorizes and directs the Secretary of the Treasury under certain 
conditions to make refund, or allow credit, to a distiller, winemaker, or rectifier 
who so elects for the amount of the internal revenue tax and customs duties paid 
on distilled spirits and wines which are lost or rendered unmarketable or con- 
demned by a duly authorized health official by reason of the 1954 hurricanes 


For such refund or credit to be made, the spirits or wines must have been lost, 
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2 REFUND OF TAX ON DISTILLED SPIRITS AND WINES 


rendered unmarketable, or condemned while in the possession of (1) the original 
taxpayer, (2) a rectifier, or (3) a wholesale or retail liquor dealer. The refund 
may be made to any of these persons except a retail liquor dealer. It mav also 
be made to any distiller, winemaker, rectifier, importer, or wholesale liquor 
dealer who replaced, for the possessor of the spirits or wines (including retailers) 
the lost unmarketable, or condemned spirits or wines without compensation for 
the tax or duty. 

The claimant of a credit or refund must furnish proof that (1) the tax and any 
duty on the beverages have been paid; (2) the beverages were lost or rendered 
unmarketable, or condemned by a duly authorized health official of the United 
States or of a State; (3) the claimant was not indemnified by insurance or other- 
wise against loss of the tax and any duty; and (4) where applicable, the claimant 
has replaced for the possessor the equivalent of the spirits or wines lost, rendered 
unmarketable, or condemned without compensation for the tax and any duty 

When the Secretary of the Treasury makes a refund or allows a credit under 
this bill for the beverages rendered unmarketable or condemned, the beverages 
must be destroyed under the supervision of the Secretary or his delegate unless 
the spirits or wines were destroyed under the supervision or observation of the 
Secretary or his delegate prior to the enactment of this bill 

The Secretary is authorized to prescribe any rules and regulations as may be 
necessary to carry out the provisions of this bill. Any claim for refund or credit 
must be filed with the Secretary within 90 days after enactment of the bill. 

Your committee has reported this bill unanimously. 
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REMITTING THE DUTY ON CERTAIN BELLS TO BE 
IMPORTED FOR ADDITION TO THE CARILLONS OF 
THE CITADEL, CHARLESTON, S. C, 


Jur 29, 1955.—Ordered to be printed 


Mr. Byrp, from the Committee on Finance, submitted the following 


REPORT 
(To accompany H. R. 6122 


'The Committee on Finance, to whom was referred the bill (H. R. 
6122) to remit the duty on certain bells to be imported for addition 
to the carillons of The Citadel, Charleston, S. C., having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 

By virtue of this act, the Committee on Finance accept the report 
of the Committee on Wavs and Means, which is as follows: 


PURPOSI 


H. R. 6122 would provide for the dutv-free admission of 12 bells imported for 
addition to the carillon possessed by The Citadel, an educational institution 
located in Charleston, S. C. 

GENERAL STATEMENT 


Carillons and parts thereof are subject to duty under paragraph 1541 (c) of the 


Tariff Act of 1930, as modified. The duty originally imposed on carillons and 
parts under the Tariff Act of 1930 was 20 percent ad valorem. A reduced rate 
of 10 percent ad valorem is in effect on carillons containing over 34 bells, and 
parts thereof, pursuant to tariff reductions effected under the trade-agreements 
authority 

The original carillon for which the additional bells are intended was admitted 
duty-free under Public Law 580 of the 82d Congress. Public Law 499 of the 
83d Congress authorized the importation free of duty of 24 bells by The Citadel 
for addition to the original carillon. As stated in the Commerce Department 
report favoring the enactment of H. R. 6122: 

“The benefits of the action proposed bv this legislation will accrue to the general 
public as well as the importer of the bells ”’ 

Your committee received favorable reports on this legislation from the Depart- 
ments of State and Commerce 

H. R. 6122 was reported unanimously by your committee which urges its en- 
actment, 
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EXEMPTION FROM ADMISSIONS TAX FOR CERTAIN 
ATHLETIC EVENTS HELD FOR THE BENEFIT OF UNITED 
STATES OLYMPIC ASSOCIATION 


JULT 29, 1955.—Ordered to be printed 


—— -— 


Mr. Byrp, from the Committee on Finance, submitted the following 


REPOR' 
(To accompanv H. R. 70951 


The Committee on Finance, to whom was relerred the bill (H. R. 
7095) to provide that the tax on admissions shall not apply to certain 
athletic events held for the benefit of the United States Olympic 
Association, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass 

Dy virtue of this act, the Committee on Finance accepis the report 
of the Committee on Ways and Means, which is as follows: 


PURPOSE OF BILI 


This bill provides an exemption from the admissions tax for athletic events 
sponsored by the United States Olvmpie Association where all of the proceeds 
f the admissions inure exclusivelv to the benefit of the association. This bill i 
effective as of the first of the month beginning more than l6 days after tho enhet- 
ment of this bill for admissions on or after that day. 


REASONS FOR BILI 


This bill is intended to make it possible for the United States Olympie Associ- 
ation to raise funds to send athletes to the Olympie and Pan-American games 
without having the proceeds so received subjected to the Federal admissions tax 


EXPLANATION OF BILL 


The bill as reported adds a new paragraph to section 4233 (a) of the 1954 code 
providing that admissions to an athletic game or exhibition, including all of the 
types of athletic events at the Olympic or Pan-American games, are to be free 
of the admissions tax under certain conditions To be free of tax these events 
must be conducted by or for the United States Olympic Association. Events 
conducted for the benefit of the association must have been authorized by the 
association in advance of the event. Also, all of the proceeds of the admissions 
must inure exclusively to the benefit of the association, and not to a subordinate 
organization. 

The term *'all of the proceeds" means all the net proceeds of the regular admis- 
sion charges or excess charges, as the case may be, after payment of actual and 
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reasonable expenses incurred in presenting the event. If the expenses are in 
excess of what is reasonable and necessary under the circumstances, all the pro- 
ceeds would not be considered as inuring exclusively to the benefit of the United 
States Olympic Association. In any case where the amount to be received by 
any person or organization other than the association for talent, services, or 
otherwise, is based on a percentage of the net or gross proceeds, the United States 
Olympic Association before exemption may be allowed must establish that the 
maximum amount to be received on the percentage basis is a reasonable sum 
and not more than would ordinarily be received on a flat-rate basis for the same 
or similar talent or services, and that the contract actually operates to its benefit 

It is estimated that the revenue effect of this bill is negligible. 

This bill has been reported unanimously by your committee 


CHANGES IN EXISTING LAW 


In the opinion of the committee it is necessary in order to expedite 
the business of the Senate to dispense with the requirement of sub- 
section 4 of rule XXIX of the Standing Rules of the Senate. 


O 











BATH CONGRESS SENATE 
1st Session 


OVERCROWDING AT WASHINGTON NATIONAL AIRPORT 
AND NEED FOR AN ADDITIONAL AIRPORT FOR THE 
NATIONAL CAPITAL 


Junx 29, 1955.—oOrdered to be printed 


Mr: Monroney, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


The Senate Committee on Interstate and Foreign Commerce 
requested its Aviation Subcommittee to investigate the traffie con- 
gestion on the ground at and in the air over the Washington National 
Airport and to ascertain what plans the Secretary of Commerce had 


to carry out the mandate of Congress given by the act of September 
7, 1950 (Public Law 762 of the 81st Congress) which act directed the 
Secretary to build an additional airport in or in the vicinity of the 
District of Columbia. 

A hearing to inquire into this matter was held by the Aviation 
Subcommittee, consisting of Senators Monroney (chairman), Smathers, 
Bible, Schoeppel, end Payne on July 21, 1955, the earliest date at 
which the Secretary of Commerce could present the recommendations 
of the administration. Testimony was received at this hearing from 
the Under Secretary of Commerce for ‘Transportation, the Chairman 
of the Civil Aeronautics Board, representatives of the Air Line Pilots 
Association, and the Air Transport Association of America. 

All witnesses were in agreement that the need for an additional 
airport in the National Capital is immediate and urgent. The present 
Washington National Airport is seriously overcrowded. It is reported 
to be the busiest airport in the world for its size, surpassed only in 
air-carrier traffic by the multirunway Chicago Mulway Airport and 
by New York’s La Guardia Airport. Passengers arriving by sehed- 
uled airlines have increased from 1,141,000 in 1947, to an estimated 
3,700,000 in 1955 with indications that passengers will increase. to 
over 7 million by 1965. 

The regular appropriation bill for the Department of Commerce 
and the Supplemental Appropriation bill for 1956 contains appropria- 
tion of $3,125,000 for construction of additional facilities at the present 
airport to relieve temporarily the congestion now evident. ‘The testi- 
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2 NEED FOR ADDITIONAL AIRPORT FOR NATIONAL CAPITAL 


mony received by the Aviation Subcommittee confirms that these 
improvements are needed but will not meet for more than 2 years the 
unparalleled demands for air transportation for the Nation's Capital. 

Any increase in the flights scheduled into the existing airport will 
result in delays and cancellations and with the ev er-inereased danger 

of catastrophe whenever an airport is operating in such an over- 
crowded manner. 

'This was the testimony of the airline pilots who are the men to 
whom we entrust the safety of millions of American passengers who 
fly in and out of Washington. It was also the testimony of the 
represe ntative of the nine scheduled airlines, which use the present 
Washington airport, that the present airport is operating at peak 
capacity and that the ground facilities are completely inadequate to 
handle the ever-increasing traffic. Furthermore, the Administrator 
of Civil Aeronauties, Mr. "Fred B. Lee, testified that the present air- 
port could not accommodate the heavy jet transports which would be 
introduced in the next few years because of size and weight limitations. 

The Air Transport Association urged the building of a new and 
longer runway parallel to the north-south runway at the present 
washington National Airport and supported their recommendation 
with an engineering survey showing that such à runway would increase 
the overall capacity of the airport by 25 percent, require a small 
amount of fill on the south end of the airport, cost between 3 and 4 
million dollars and could be completed in less than 2 vears. "The 
committee believes the construction of such a parallel runway should 
be carefully reviewed by the Civil Aeronauties Administration. 

Maximum utilization of the present Washington National Airport 
is desirable within the safe limits that aircraft can be accommodated 
under visual flight and instrument weather conditions. But all wit- 
nesses were of one opinion that the present airport could never be 
developed to accommodate the air traffic for the National Capital for 
more than a few years and that the use of another airport was essential, 

Looking beyond the immediate situation there are two main al- 
ternative possibilities, either. to. construct à new airport or to use 
another existing airport. 

The committee has carefully examined other existing airports in 
the vicinity of Washington and given particular attention to Balti- 
more’s Friendship Airport which is 34 miles from the Capital: 
Andrews Air Force Base and io the Boiling-Anacostia Airfields. The 
committee is convineed that none of these airports can be considered 
as Offering a satisfactory solution to the commercial air-traffic demands 
of the National Capital. Friendship Airport is favored in a report of 
the President’s Advisory Committee of March 17, 1955, but even 
that Committee recognizes that Friendship is so far in driving time 
from downtown Washington and from the present airport that it 
cannot provide the best long-range solution of Washington’s airport 
needs, The Air Force has a military requirement for the full capacity 
of the Andrews Base and it is not now available. Bolling-Anacostia 
Airfields are in the same air traffic control zone as Washington National 
Airport and being separated from the latter by the Potomac River 
cannot be operated as a single airport with parallel runways, one for 
the takeoff and. one for the landing of aircraft. 

The committee is of the opinion that the construction of a new 
airport for the National Capital is imperative and that plans for con- 
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struction should begin immediately. All of the testimony received 
by the subcommittee supports this conclusion, including that of the 
Under Secretary of Commerce for Transportation. Wi ashington is 
unique among the major metropolitan areas of the country in not 
having built, or already having under construction, a second air 
terminal. 

The committee is of the opinion that the development and financ- 
ing of airport facilities for the National Capital is primarilv a Federal 
responsibility. This was the expressed view of the SIst Congress 
when it passed the act of September 7, 1950 (Public Law 762), and 
has been reaffirmed each year by the Доно Committees in 
providing Federal funds for improvement and further development of 
the Washington National Airport. 

The act of September 7, 1950, expressly “authorized and directed”’ 
the Secretary of Commerce to build an additional airport in or in the 
vicinity of the District of Columbia. Under this act, the Secretary 
selected a site about 14 miles west and a little south of the present 
airport, known as the Burke site, and Congress appropriated $1 mil- 
lion for initial survey and partial land acquisition. The following year 
the P location became involved in considerable controversy 
and Congress did not appropriate funds requested for the balance of 
the land and for engineering surveys. In June 1953 the Secretary of 
Commerce entered into an agreement with the Secretary of the Air 
Force looking to the partial use of the Andrews Air Force Base for 
commercial operations, but the Air Force later withdrew from the 
agreement. Since 1952 no funds have been requested to proceed 
with any airport development under the act of September 7, 1950. 

At ihe he 'arin? before the subeommittee on July 2 21, 1955, the Under 
Secretary of Commerce recommended that the W ashington area 
should be treated as other cities and there should be local financial 
participation in the construction of any new airport for the National 
Capital area. In the opinion of most members of the committee, the 
Secretary fails to recognize that Washington would not be the third 
busiest passenger air terminal if it were not the site of the Federal 
Government with the tremendous air-traffic demands created by those 
who must deal with the Government and are associated with it. 
The Government is the dominant industry in the Washington area. 

The Secretary of Commerce proposed to the subcommittee the for- 
mation of a multigovernment airport authority to be formed by a 
compact between the Commonwealth of Virginia, the State of Mary- 
land, the District of Columbia, and - loe: І governments in that 
area. He proposed that this à: uthority take over the present Wash- 
ington airport and build and operate ёк new airport. He recom- 
mended that the Federal Government pav onlv one-half of the costs 
of this new airport, this to be paid from funds provided under the 
general Federal-aid airport program: the remaining half of the costs 
of the new airport are to be financed by revenue bonds issued by the 
new authoritv. 'lhe present airport is to be transferred to the 
authority at the depreciated book value of the Government's invest- 
ment in exehange for interest-bearing bonds subordinated to any 
bonds sold to the public for the authority's share of the cost of new 
airport. development. 

The committee believes that the formation of such an airport au- 
thority will require at least 5 years and presents many difficulties, 
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Senator Payne of Maine, a member of the subcommittee, pointed out 
at the hearings that experience in attempting to obtain a compact to 
operate the local transit facilities in the Washington area showed that 
the Virginia legislature undoubtedly would require extended time 
before Vi irginia could enter into any such multi-Government Authority. 

The committee is of the opinion that consideration of the adv isability 
of forming a multi-Government Airport Authority, or of a Federal 
&uthority or corporation should not delay the commencement of con- 
struction of the urgently needed additional airport for the National 
Capital. It will take more than 5 years after the appropriation of 
funds to complete a new airport suitable for heavy, modern transports. 
Even under stage construction 3 to 4 years will elapse before the first 
airplane can land and take off. 

The act of September 7, 1950, is in effect and authorizes and direets 
the Secretary of Commerce to select a site and to proceed to build an 
airport for the National Capital. There are presently no funds avail- 
able to the Secretary to do so but this is because he has not included 
funds in his current budget requests. 

The committee recommends that the Secretary of Commerce pro- 
ceed to carry out the congressional directives of the act of September 7, 
1950; that he review and reaflirm the site he proposes to develop as the 
new airport and on the opening day of the next session of Congress he 
report in detail to this committee the site selected for development, the 
stage construction plans, the composition of the Authority, if any, he 
recommends to finance and operate the airports, and the amount he 
proposes to request in the first deficiency appropriation for 1956 to 
complete the land acquisition and to proceed with the engineering 
survey and initial development. 

The appropriation of initial funds to start the planning and con- 
struction of the new airport would not preclude the later formation of 
an airport authority as recommended by the Secretary of Commerce. 
If and when such an authority came into being it could acquire the 
properties and assume the construction liabilities of the new airport. 
Furthermore, funds expended for land acquisition, engineering studies, 
and construction plans are normally incurred before the amount of the 
grant under the Federal Airport Act is determined. In any event 
such expenditures will form a relatively small part of the total Federal 
share of the costs under the Secretary s proposal and should advance 
the completion of the urgently nee led new airport by à vear or more. 

Thus it is the final recommend: ation of the committee that funds 
should be appropriated at the earliest date possible to proceed to carry 
out the act of September 7, 1950. Only funds needed for the initial 
step need to be appropriated immediately. A sum of $3 million will 
be sufficient for the Secretary of Commerce to acquire the land 
required for the new airport and to complete detailed engineering sur- 
veys and construction plans. lt is his responsibility to determine 
whether to proceed at the site selected near Burke, Va., or to make 
another selection. 
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